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WEDNESDAY, AUGUST 3, 1955 


CoNGREss OF THE UNITED STATES, 
Jornt CoMMITTEE ON DEFENSE PRODUCTION, 
Washington, D. C. 

The Joint Committee on Defense Production met pursuant to call, 
at 2 p. m., in room F-39, the Capitol, Washington, D. C., Hon. Paul 
Brown (chairman) presiding. 

Present: Representative Paul Brown (chairman), Senator Cape- 
hart, and representative Henry O. Talle. 

Also present: Harold J. Warren, clerk and counsel; A. E. Pierce 
and Robert J. Wilson, of the professional staff; Edmund F. Mansure, 
Administrator, General Services Administration; Maxwell H. Elli- 
ott, general counsel, General Services Administration ; James H. Pink- 
ley, chairman, Nickel Graphite Committee; Max Medley, comptrol- 
ler, General Services Administration; Don Lehman, Public Infor- 
mation and Reports, General Services Administration; and A. J. 
Walsh, Commissioner, Emergency Procurement Service. 

At the hearing on this date, witnesses from the General Services 
Administration were heard. At the direction of the chairman, staff 
studies are continuing with respect to the Nicaro nickel operations, 
including the award of contracts, and matters related thereto. 

Chairman Brown. The committee will come to order. It is the re- 
sponsibility of the Joint Committee on Defense Production to con- 
duct a continuous study of the programs authorized by the Defense 
Production Act and to review the progress achieved in the execution 
and administration of these programs. 

Nickel is one of the critical materials which has been of interest 
to this committee since the passage of the Defense Production Act 
in 1950. Numerous hearings have been held by this committee re- 
jating to the production of nickel, and the expansion of our sources 
of supply. Due to the classified nature of much of the information, 
some of these hearings have been executive sessions. 

An article has been called to my attention which appeared in the 
August 1955 issue of Fortune magazine, which relates in part to the 
construction and operation of a Government-owned nickel plant at 
Nicaro, Cuba. 

Defense Production Act funds have been expended in connection 
with both the rehabilitation and expansion of this plant. The For- 
tune article was written by Mr. Herbert Solow, and the title is “GSA : 
Washington’s Most Durable Mess.” 

The statements made with regard to GSA are of concern to this 
committee due to our responsibility in connection with the production 
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of nickel and the expenditure of Defense Production Act funds to 
achieve this goal. 

While I shall not attempt at this time to summarize the lengthy 
article, I note that statements are set forth to the effect that production 
has never reached the contracted level, that efficiency has declined, 
that there have been delays in carrying out the expansion program, 
that favoritism and politics played a part in the selection of an in- 
surance brokerage firm, and indicates that there was pressure in con- 
nection with awarding the expansion contract. 

I would like to say that the role of this committee is simply to as- 
certain the facts in connection with carrying out our responsibilities 
under the Defense Production Act. If Defense Production Act funds 
are being expended contrary to the act and the intent of the Congress, 
the committee wants to know about it. If these funds are being ex- 
pended in a businesslike manner, we are equally interested in knowing 
that. 

Expenditures under the Defense Production Act for nickel since 
Korea rank among the first five metals. Yet, during the past few 
months it has been necessary to divert several million pounds from 
the stockpile for civilian uses. When the Government-owned Nicaro 
nickel plant is completed it will represent an expenditure of nearly 
$100 million. The supply of nickel is vital for both military and 
civilian uses. 

Since Mr. Mansure, Administrator of the General Services Ad- 
ministration, was frequently mentioned in the Fortune article, it was 
thought that he should meet with the committee and cover the sub- 
ject-matter of the article. The committee has also invited Mr. Her- 
bert Solow, the writer of the article, to meet with us. I believe that 
we should first hear from Mr. Mansure with respect to the statements 
set forth in the article. 

I will read a telegram from Mr. Solow. 

AvuGUST 3, 1955. 

Please transmit following to Harold J. Warren, clerk and counsel, Joint Com- 
mittee on Defense Production: I have received your invitation of yesterday after- 
noon to appear before the Joint Committee on Defense Production at 2 p. m. today 
to testify on operations of the Nicaro nickel plant and related matters. I respect- 
fully declined inasmuch as Fortune’s report on those matters has been presented 
in full in the August issue in an article written by me. I have asked the 


Washington office of Time, Inc., to provide you at once with copies of the article 
for the members of the committee. 


HERBERT Sorow, 
Board of Editors, Fortune. 

Senator Capenart. Does he say he declines to appear? 

Chairman Brown. Yes. 

Senator CaprHart. He has never heard of subpenas if he declines 
to appear. 

Chairman Brown. At this point we will read the telegram sent by 
Harold J. Warren, clerk and counsel of the committee to Mr. Solow: 


AUGUST 2, 1955. 


Mr. HERBERT SoLow, 
Fortune Magazine, Time, Inc., New York, N. Y. 


Confirming telephone conversation of this date, the chairman of the Joint 
Committee on Defense Production invites you to appear before the committee at 
2 p. m. on August 3, 1955, in room F-39 of the Capitol to testify on operations of 
the Nicaro nickel plant, statements relating to GSA and the Nicaro nickel plant 
in the August 1955 issue of Fortune magazine under the title of “GSA: Washing- 
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ton’s Most Durable Mess,” administrative procedures, and related matters. By 
order of the Chairman. 


HAROLD J. WARREN, 
Clerk and Counsel. 

Senator Capenart. Is that a copy of the wire that the committee 
sent to Mr. Solow? 

Chairman Brown. That is right. 

All right, Mr. Mansure, you can proceed in your own way. Let me 
ask you this question: 

What about this statement that Mr. Balmer has Mr. GSA in his 
pockets and the statement that whenever Balmer walks in, Mr. GSA 

ws; and that Balmer is a king and holds court ? 


STATEMENT OF EDMUND F. MANSURE, ADMINISTRATOR, GENERAL 
SERVICES ADMINISTRATION, ACCOMPANIED BY MAXWELL H. 
ELLIOTT, GENERAL COUNSEL, GENERAL SERVICES ADMINISTRA- 
TION; JAMES P. PINKLEY, CHAIRMAN, NICKEL GRAPHITE COM- 
MITTEE; MAX MEDLEY, COMPTROLLER, GENERAL SERVICES 

“ADMINISTRATION; DON LEHMAN, PUBLIC INFORMATION AND 
REPORTS, GENERAL SERVICES ADMINISTRATION; AND A. J. 
WALSH, COMMISSIONER, EMERGENCY PROCUREMENT SERVICE 


Mr. Mansvre. Mr. Chairman, I am very glad you asked that ques- 
tion because probably at least a dozen people have said they have GSA 
in their pocket. No one has GSA in their pocket and no one has 
Mansure in his pocket. 

I have known Mr. Balmer politically a number of years since the 
early thirties. 

I have seen quite a bit of him and have seen him quite often since 
1950, but our operations in GSA—we are very proud of them. We 
keep all of our activities on top of the table so that we can stand the 
closest scrutiny that anyone wants to give to the things that we are 
doing ; of course we cannot control what people say about us. 

But our record stands on its own feet and the one thing that we have, 
not only I, but all of our personnel, have worked on continuously 
since May 1, 1953—and I take that date because I took office on the 
second and that is the only phase of our operations that I know 
first-hand. 

The things that we have fought against and where this statement 
at the beginning of this article, “favoritism, factionalism, sloppiness, 
and waste,” these are the very basis of the thing that we have striven 
to avoid and as far as favoritism and factionalism, we have definitely 
eliminated those entirely within our agency. 

I would like to say one thing which should clear up many of these 
insinuations 

Senator CaprHart. Mr. Mansure, do you have a prepared state- 
ment ? 

Mr. Mansure. I have a very detailed analysis of the plant. 

Senator Capenart. You simply want to talk extemporaneously ? 

Mr. Mansure. I’d rather do that and answer your questions. 

Senator Caprnart. What the chairman and the committee are inter- 
ested in is your answer to these charges in Fortune magazine. 
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Mr. Mansure. My specific answer—I thought we had a copy of the 
telegrams which I sent to the President which I would like to quote 
from there, but before—— 

Qs ceneeen Capenart. With particular emphasis on the nickel plant in 
ubda ?% 

Mr. Mansvre. Fine. First of all the entire article is entirely 
irresponsible. 

Secondly it does not follow the truth of our operations and the 
ere are picked out of context of various things which we have 
said. 

For example, where they pick up a statement along here where I 
am not interested in the skeletons of GSA. I merely said on that 
quotation that our operation is too large and varied to be devoting 
our time to’trying to rattle skeletons of the past. There was not the 
slightest reference to the fact that we were not interested in the mis- 
takes of the past because naturally we are because we can benefit from 
them in our present operations and our future operations. We are 
too busy devoting our time to the current daily problems in an agency 
as large as this, because you know that it touches upon almost every 
phase of government. Now, if the article is carefully read everything 
leads up to this tirade which has been going on ever since 1945 on 
the Government’s nickel operations at Nicaro, Cuba. 

We went into a great deal of detail on these operations before the 
Subcommittee on Independent Offices, the Appropriations Committee 
of the House on Monday. If it please the committee, I would like 
Colonel Pinkley to give you a quick outline of what these operations 
are because we feel that that is the basis of this article. 

Senator Carenarr. Will you yield a moment? I have before me 
here a half dozen articles in Fortune on the nickel situation in Cuba. 

Mr. Mansvre. That iscorrect. Starting in July 1945. 

Senator Capenart. Here is one in 1953 I believe. 

Mr. Mansvre. Yes. 

Senator Carenart. “Who’s Going to Clean up Nicaro?” . Here is 
one in April 1952, “The Struggle for Nicaro.” Here is one on Novem- 
ber 1950, “The Squeeze on Nickel.” Here is one a little later “Nicaro 
Nickel: Round 2.” Here is one “The Building of Nicaro,” July 1945. 

Mr. Mansvre. That is correct. 

Senator Carenart. Then the one that appeared in August 1955. 
We have asked Mr. Solow to come down and help also on clearing up 
this matter because he evidently has a lot of information. 

Mr. Mansvre. It would be most helpful if Mr. Solow would appear 
before the committee. 

Senator CaprHart. We will get around to listening to him later. 
They have been writing articles on this matter and may I ask you this. 
sae was the first contract let in Nicaro for the development of 
nickel ? 

Mr. Mansvre. I would like Mr. Pinkley—the first reactivating of 
these properties. 

Senator Carenart. When was the first contract entered into by this 
Government to develop nickel in Cuba? 

Mr. Prnxxey. It was in February 1942, a memorandum of agree- 
ment between the Metal 





Senator Careuart. I wanted to establish when the first contract was 
made. 
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Mr. Prnxiey. That was a memorandum of agreement in 1942. 
Senator Carenart. Then it was abandoned after World War IL? 
Mr. Prnxiey. Yes, sir; on March 31, 1947. 

Senator Carenart. It was abandoned ? 

Mr. Pinxtey. It was closed down. 

Mr. Mansvre. It was closed down. The Government still main- 
tained the property. 

Senator Capenart. Then it was reactivated as a result of the Korean 
war. 

Mr. Mansvre. That is right, sir. 

Senator Capenart. During that entire period of time how much 
money did the Government put in Nicaro? 

Mr. Mansvre. The initial cost was $32,718,000. 

Senator Carpenart. How much was put in when it was reactivated 
in 1950? 

Mr. Mansvre. It stood idle for 3 years and 9 months between the first 
and the second operation and the maintenance cost at that time was 
approximately $300,000 a year. 

Chairman Brown. What is the cost of nickel per pound at the 
Government plant ? 

Mr. Mansure. The cost of nickel, the straight manufacturing cost, 
that is just the cost of the production in the factory is about 31 cents 
a pound. 

Chairman Brown. How does that compare with the purchases from 
the International Nickel Co. ? 

Mr. Mansvre. I don’t know what those purchase figures are. 

The current price of nickel is 59.75, isn’t it ? 

Mr. Watsu. The present price is 6414 cents a pound. 

Senator Carenart. What does it cost you to produce nickel at 
Nicaro ? 

Mr. Prnxiey. The present cost of the nickel is 48 and 49 cents; 
that includes administrative and depreciation costs. 

Senator Capenart. That is without paying taxes? 

Mr. Prvxueyr. That is right. 

Senator Carenart. Forty-eight cents? 

Mr. Pryxtey. That is right. 

Senator Carenart. What is the total cost of this nickel plant? 

Mr. Pinker. The total cost is $47,011,000. That includes the ini- 
tial cost, the total cost of rehabilitation and reactivation, the cost of 
a sintering plant which has been built. 

Senator Capenart. So much for that. 

Where is nickel mined? In the United States? 

Mr. Pinxtey. There is very little nickel in the United States. 

Senator CareHart. Where does it primarily come from? 

Mr. Pryguey. Canada. 

Senator Caprnarr. Are there any deposits in other parts of the 
world? 

Mr. Pixxtey. In Finland there are some deposits. There are some 
deposits in Africa. 

iemihon Capenart. There are none in the United States. 

Mr. Prvxiey. There are two small operations presently in the 
United States. 

Senator Capenart. Would you say 2 percent of the United States 
consumption a year? 
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Mr. Prnxury. If all the nickel in the United States were mined 
and processed it would last at our present consumption rate for 9 
months. 

Senator Capenart. If all of it was mined it would last for 9 months? 

Mr. Prnxtey. That is right. 

Senator Caprnart. Therefore we are dependent in the United States 
either on Canada or Cuba for our nickel ? 

Mr. Prnxtey. That is right. 

Senator CapeHart. How many people produce nickel in Canada? 

Mr. Prnxiey. There are 3 or 4 major operators. International 
Nickel is one. 

Senator Carenart. What percentage of the nickel do they produce ? 

Mr. Prnxtry. Approximately 80 percent. 

Senator Carenart. The others then, 20? 

Mr. Prnxtey. Yes. 

Senator CapeHart. How many others are there? 

Mr. Prvxuey. There are Ventures, Ltd., and Falkenbridge, which 
is a part of the Ventures. 

Senator Carenart. What is the production in Cuba at the moment ? 

Mr. Pinxtey. Fifteen percent. 

Senator Carenart. Is being mined in this one mine in Cuba? 

Mr. Mansvure. That will be by next year when our expansion is 
completed. 

Ghahnnin Brown. You are making now about 10 cents per pound 
profit; aren’t you? 

Mr. Mansvure. Just about, Mr. Chairman. 

_ Senator Capenarr. I wanted to lay the groundwork for this nickel 
situation. 

What is this gentleman Solow’s chief complaint with respect to 
the nickel situation in Cuba against you and against GSA? Give us 
his complaints and then give us your answers to his complaints. 

Mr. Mansure. We have never been able to pin Mr. Solow down. 
This has been going on, as you can see from those articles, ever 
since 1945, not only myself but my predecessor and everyone that has 
had anything to do with this operation. 

Originally it was contended that it would never be possible to make 
the Nicaro operationally successful. In other words, you could pro- 
duce nickel but you would never be able to produce nickel on a basis 
that would be commercially practical. 

Since the reactivation of this property—well, I will go back 1 
minute—during World War II at our peak production there, that 
is, 7 days a week, 24 hours a day, getting the largest amount of nickel 
that it was possible to produce, it was around 2434 million pounds a 
year. In 1953—Mr. Pinkley, will you pick up the figure there—it was 
just under 27 million. 

Mr. Pinxtery. 2734 million in 1953. Approximately 29,100,000 in 
1954. 

Mr. Mansure. This year on the basis of our current production, 
that is so far the months that have elapsed this year, there will be 
about 2914 million pounds of nickel. When our expansion program 
is completed, which will cost the Government in the neighborhood 
of $43 million, which will be a total investment of approximately $90 
million, we will be producing around or over 49 million pounds of 
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nickel, so the facts themselves show that this is becoming a highly 
successful operation. 

Now this is pure supposition, because we have nothing to base our 
thinking on other than a trend of circumstances and events. First 
of all private companies have shown an interest in the purchase or 
the lease of this property, the leasing of this property. 

We take the position that we cannot evaluate what the properties 
are worth until the expansion program is completed or at least until it 
is far enough along that we will know how much we can actually 
produce out of these properties. 

Secondly, we have taken the position that if the Government makes 
the properties available for sale, we will want to do it on a sealed-bid 
basis and not on negotiations. 

This is not liked by some people because I suppose they feel it 
would be better to negotiate than to submit a sealed bid. We would 
also reserve the right to decline the bids if they were not of a sufficient 
figure as we would value the property on an appraisal basis. 

Furthermore, we don’t know what interests the other nickel-pro- 
ducing companies have in these properties in view of the fact that 
the Government will become a substantial competitor of theirs. 

Chairman Brown. How many years of supply do you think you 
have in Cuba? 

Mr. Mansvre. We think there is a 17-year supply. 

Mr. Pryxtey. Approximately 25 to 30 at this time. There are 
some claims which have never been proven. 

Chairman Brown. Do you know of any other places that you 
could obtain ore? 

Mr. Mansvure. In Cuba, yes. That is why we are not sure how 
much ore reserve there is. We know there is a minimum to work out 
the investment in these properties. 

Mr. Prnxtey. The Bureau of Mines has estimated 356 million tons 
of ore; that is ore of 1 percent or better nickel, which actually would 
supply at the present rate of consumption, that is augmented by the 
International Nickel Co., for approximately 60 years. 

Chairman Brown. How much is needed for the stockpile and for 
civilian use? 

Mr. Mansocre. Mr. Chairman, we will be glad to give the committee 
the figures, but those are restricted figures. 

Chairman Brown. I am not asking how much you have. 

Mr. Mansvre. Nickel is one of our very short supply items and will 
continue so far a number of years, and it is very important in the 
defense program. 

The objective is classified, too, but we will give you the figures. 

Mr. Exxiorr. Those figures, Mr. Chairman, have previously been 
supplied in this committee in executive session in connection with the 
general review of the nickel program. 

Chairman Brown. You will have invested when the expansion 
is completed, between $90 million and $110 million? 

Mr. Mansvre. That is correct in round figures. 

Chairman Brown. Has your operation been successful ? 

Mr. Mansvure. We feel they have been very successful. 

Chairman Brown. Tell us whether or not your operation has been 
successful. 
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Mr. Pinker. Probably one of the best ways to picture it is in 
comparison with the previous operation. 

They operated for 40 months. In that time they produced 63.6 
million pounds of nickel. 

Chairman Brown. Would the Government continue to operate it 
if they could get a good purchaser ? 

Mr. Pinker. No, sir; not if we could get a good purchaser. 

Chairman Brown. Has anyone showed any disposition to purchase 
it? 

Mr. Mansure. Yes, Mr. Chairman, but I think that you missed 
my statement that we can’t properly value the property on account 
of the $43 million that is being spent. We want to know what they 
will produce before we encourage it. We want the Government to 
get out of this kind of operation if possible, but we won’t let that 
nappen unless we get a suitable figure for the pegpesty 

Thieme Brown. This article in the magazine charges that pro- 
duction has never reached the level called for in the manager’s con- 
tract. What are the contract terms respecting production? Has this 
production goal been reached? If not, why not? 

Mr. Pryxtey. The contract specifies—and this is taken from the 
proposal of the contractor to the Government, 31 million pounds of 
nickel per year. That is a figure that was established prior to the 
building of Nicaro as a result of a pilot-plant operation in Texas. 

It is a purely theoretical figure because the plant had not even 
been designed. That has been carried all the way through as the 
rated capacity of the plant. No one knew what the plant would pro- 
duce. The people who established that rate could not produce more 
than 2434 million pounds a year in the best year of their operation. 

In the 40 months we have been in operation we have produced 
20,400,000 pounds more nickel in the same period as they did. 

Chairman Brown. I understand you own the plant but you do not 
own the ore. 

Mr. Mansvre. That is correct. 

Senator CapeHart. What do you mean you own the plant but you 
do not own the ore? 

Mr. Mansvure. The ore is owned by the Freeport Sulphur Co. of 
this country. The Government owns all of the operating property. 
To understand the mining of nickel, it is not like addin min- 
ing. It is like strip mining. From there on it is a processing oper- 
ation like a chemical plant. The plant is a very large property over 
a considerable area of land. There is no town there. The town had 
to be built and the town and plant and everything is managed by the 
Government. In other words the whole operation is a Government 
operation. We pay a royalty on all of the nickel that we are now 
mining to the Freeport Sulphur Co. Those royalties last year 
ran 

Senator Carenart. Do you pay them a royalty in addition to pay- 
ing for the ore? 

Mr. Mansure. No; just a royalty on the ore which the Govern- 
ment mines to Freeport. 

Roc or CapeHart. Then you own the ore subject to a royalty, is 
that it? 

Mr. Mansure. No. There are two different ore bodies. One owned 
entirely by the Government and in that respect this new expansion 
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program will start mining that ore. There will be no royalties on 
that ore. On the ore we are mining now we pay a royalty on every 
pound that is converted to Freeport Sulphur. 

Senator Carenart. Did Freeport Sulphur operate the mine dur- 
ing World War II for the Government? 

Mr. Mansvre. Yes, sir. 

Senator Capenart. When it was reactivated why didn’t Freeport 
Sulphur then run the mine? 

Mr. Mansure. They were asked to run the mine. I was not a 
part of the picture at that time but I understand that it was at about 
the same period that they discovered these additional sulfur deposits 
that they had and that they were busy developing these deposits in 
— own line of business = my predecessor had a great deal of dif- 
ficulty getting an operator for this property. 

esau Sinan. You mean x ieee) 

Mr. Mansure. Yes. Last year we paid $2,600,000 in royalties. 

Senator Capenart. To Freeport Sulphur? 

Mr. Mansure. Yes. Since the reactivation in 1951 we have paid a 
total of $6,010,049. 

Senator Carenart. In royalties to Freeport Sulphur? 

Mr. Mansure. Yes. You can see from those figures that in 1 year 
about one-third of our royalties were paid. That shows how this pro- 
duction is mounting year after year in this operation. 

Senator Carrenart. Isn’t it a fact that your production has gone 
up? In 1952 it was 17 million pounds; in 1955 you estimate it will be 
twenty-nine and a half? 

Mr. Mansvure. That is right. 

Senator CareHart. That is almost double since 1952. 

Mr. Mansvre. Of course, the first year we were just starting. We 
should take a figure of the best figure I believe which was during 
World War II. That is the crease over that figure. 

Senator Capenart. What was that in World War IT? 

Mr. Mansvure. It was a little over 24 million pounds. 

Senator Carpenarr. You got up to 24 million pounds in World War 
II. You dropped back to 17 million pounds in 1952 when you re- 
activated and you are now up to 29.5 million pounds? 

Mr. Mansvre. Yes. 

Senator CarrHart. Is Freeport Sulphur unhappy because they did 
not get the contract to reactivate this mine? 

Mr. Mansure. At the time they were not. Whether they are now 
or not I don’t know. They are very much interested in the property. 

meet CapeHart. Who was the contract let to to reactivate this 
mine? 

Mr. Mansvre. Billiton in 1951 and National Lead. 

Senator Carenart. This article says it was given to a Billiton Co., 
a Dutch firm, is that correct? 

Mr. Mansure. That is correct. 

Senator Caprenart. They in turn made a contract with National 
Lead, an American company ¢ 

Mr. Mansvure. That is right. 

Senator CarpeHart. You were not there when this contract was 
made with the Dutch firm, were you? 

Mr. Mansure. No. As I understand, a number of American com- 
panies were solicited. None of them were available for the operation 
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and this was the only company that had experience in this type of 
operation. 

Senator Capenart. When was the contract made with this Dutch 
firm? 

Mr. Mansvre. In 1951. 

Senator Carenart. Who made the contract? 

Mr. Mansure. GSA, Mr. Larson. 

Senator CareHart. When Mr. Larson was head of GSA. 

Mr. Mansvre. That is right. 

Senator Carenart. Was the Freeport Sulphur given an oppor- 
tunity at that time—— 

Mr. Mansure. Yes, they were the first ones asked before anyone 
else was asked on the property. 

Chairman Brown. Why was it that difficult to get an operator ? 

Mr. Mansvure. If you will recall, Mr. Chairman, at that time every- 
body was pretty busy. That was when production was at peak capac- 
ity during the Korean period. 

Senator Carenart. Then this Billiton Co. was given the contract 
and they in turn made a contract with National Lead Co. Did this 
Snare-Merritt Co. get into it, and who owns the Snare-Merritt Co. ? 

Mr. Mansvre. I will explain that. I would like to say another 
thing in answer to the chairman’s question a moment ago. The oper- 
ation during World War II was not financially successful. There was 
approximately a $3 million loss in that operation. I suppose there 
was some hesitancy on the part of the original operator. 

Senator CapeHart. That was Freeport Sulphur? 

Mr. Mansure. Yes. To get back into that again after they had a 
loss on the first operation. ‘That loss was paid for by the Government. 
A company outside of a wartime period wants to be in a successful 
operation. The Snare-Merritt 

Chairman Brown. Did American Smelting & Refining Co. submit 
a bid? 

Mr. Mansvure. They submitted a bid but their bid was high. 

Mr. Prnxiey. They submitted a bid based on leasing the plant. 
Under that bid they proposed that the Government would buy half 
of the output at the price not of nickel oxide which the plants produce 
but maatalies nickel which was approximately 5 cents a pound higher 
at that time. 

Chairman Brown. Was Freeport Sulphur interested in that bid? 

Mr. Prnxtey. We understand they were to be a silent partner and 
furnish the operating know-how to American Smelting. 

Chairman Brown. That is the concern that owns the ore. 

Mr. Pinker. That is right. During the first operation there was 
no royalty paid on it, on the ore. 

Senator Carenart. How did this Snare-Merritt Co. get into the 

icture ? 

. Mr. Mansure. These royalties now run until 1962 and regardless 
of what ore the Government mines we must pay the royalty on one- 
third of the production at Nicaro. 

Chairman Brown. What is the termination of that contract? 

Mr. Mansvre. 1968. 

Senator Carenart. Did you make the contract with this Dutch 
company ? 

Mr. Mansvre. I did not make any of these contracts. 
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Senator Carruart. Did you make the contract with Snare-Merritt? 

Mr. Mansure. No. I will explain that. National Lead are the 
Government’s operators on this property. 

Senator Carenart. Did you make the contract with National Lead ? 

Mr. Mansvre. No. 

Senator CareHarr. They have the master contract 

Mr. Mansvre. That is right. 

Senator Carenart. All contracts under them head into National 
Lead ? 

Mr. Mansvre. Yes. From my experience, being a manufacturer 
all of my adult life, I have found that you can’t have a division of 
authority. You must bear in mind that this is not a building of a 
new plant. It is additions to a plant which is in operation now in 
which we are compelled to get the maximum amount of nickel every 
single month. The National Lead people are the Government’s oper- 
ators and we are holding them responsible for producing nickel 
now 

Senator Carenarr. Would you yield there for a minute? 

Mr. Mansure. Yes. 

Senator CareHart. How do you compensate National Lead for run- 
ning this plant for the Government ? 

Mr. Mansvure. It isa management fee. 

Senator Carenarr. They manage it for the Federal Government 
and you pay them a fee ? 

Mr. Mansure. Yes. 

Senator Carenartr. What is that.fee based on ? 

Mr. Mansvure. So much per pound of production. The more they 
produce, the more their fee is. The less they produce, the smaller 
the fee. 

Senator Carenart. Are all your contracts by the Federal Govern- 
ment with National Lead ? 

Mr. Mansvure. With National Lead. 

Senator CaprHart. Any subcontractors beyond that run to National 
Lead? 

Mr. Mansvure. With National Lead. 

Senator Carenartr. Do you have any control over the subcon- 
tractors ? 

Mr. Mansvure. We have the veto control on all the operations includ- 
ing the letting of the contracts but the contracts are let by National 
Lead ona bid basis. : 

Chairman Brown. Did you advertise the bids? 

Mr. Mansure. Yes. Youmean on the construction program ? 

Chairman Brown. Yes. 

Mr. Mansvure. Oh, yes. On the construction program in the begin- 
ning there were aproximately 60 construction companies that showed 
an interest in the construction work on this property. The first go- 
round, as we call it, that list dropped to around 30. The reason for 
that was that many of these contractors were not qualified for a special 
type of operation such as this. Maybe they built a very successful 
hotel property or factory property, like an automobile plant. But this 
operation is entirely different. After they dropped almost in half, it 

ras then culled down to 5 or 6 qualified construction companies. 

One or two of those companies were a combination of 2 or 3 com- 
panies in 1. National Lead’s position was to recommend and to make 
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the selection of the contractors. Frederick Snare is one of the com- 
panies of the Snare-Merritt jomt venture. 

Merritt, Chapman & Scott is the other construction company of the 
joint venture. 

Frederick Snare was selected because they were really the original 
builders of this property. Actually they were not the original con- 
tractors. The original contractor was Ford Bacon Davis. That was 
back in the 1940’s. They ran into difficulty. Frederick Snare was a 
subcontractor for the pier. 

That is very important in the operation because we bring our fuel 
in, the coal and take the metal out from there. They had done a good 
job on that and so they picked up the building of the original plant. 
They were also the contractor in the reactivation of this property. 

When it came to the expansion program the National Foil dint the 
Government felt that we should have 2 strong companies for the reason 
that we did not want to have all of our eggs in 1 basket in case some- 
thing went wrong on a construction job as important as this. 

The two companies without any reflection on the other companies 
that were in the running, that in our judgment we felt were the best 

ualified were the Frederick Snare Corp. and the Merritt, Chapman & 
Scott. They in turn formed a 50-50 joint venture on the expansion 
of this property. I was down there personally the last week of April, 
inspected the properties. I was not only highly pleased with the 
operational part but as well with the expansion program. Now in 
turn as a further check, the Government has employed the engineering 
firm of Singmaster & Bryer, who are responsible only to the Govern- 
ment. 

They report continuously on the expansion operation and their re- 
ports are highly commendable as well. 

Besides that a very detailed check is continuously being made by 
both the Government and by National Lead on the entire operation. 

We welcome any kind of investigation of both of these operations 
me wants tomake. Weare very proud of the progress that is being 
made. 

Chairman Brown. Didn't National Lead originally recommend 
Merritt, Chapman & Scott at the start? 

Mr. Mansvure. Yes, sir, they did. Then in discussion with me, I felt 
that the construction company that had worked on this operation orig- 
inally should be a part of the program and National Lead was of the 
same opinion after we discussed the matter. 

1 would like to say right here that I know this question is in the 
minds of the committee, that a number of construction companies were 
recommended to me by a number of various individuals in and out of 
Government. 

At no time was there any pressure exerted on the Government for 
the selection of an individual contractor. Naturally people had friends 
who were in the business, they like to praise the merits and the qualli- 
fications of their friends. 

This statement about Harold Talbott being a source of pressure on 
the selection of these contractors is fantastic. The whole conversation 
between Mr. Talbott and myself occurred as we were walking through 
the Mayfiower Hotel corridor there and you know you can’t discuss 
anything very seriously——— , 

Chairman Brown. Will you identify Mr. Talbott ? 
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Mr. Mansvure. The former Secretary of the Air Force, which is 
noted in this article here. The conversation was, “I see you are going 
to have quite an expansion program at Nicaro.” I said, “Yes.” He 
said, “I see you are getting down to the selection of contractors and 
among them are Frederick Snare and Merritt, Chapman & Scott.” 
And then he said, “They are both good companies.” 

If that is any influence I don’t know. That is merely an expression 
of opinion like you might make over a contractor you might know. 

A construction job of this kind is highly technical and there are a 
number of phases that have to be gone into very carefully before a con- 
tractor can be selected. 

Chairman Brown. Dr. Talle, any questions ? 

Representative Tate. No questions at this time, Mr. Chairman, 
thank you. 

Chairman Brown. They have charged in this article that efficiency 
as measured by the unit cost and the rate of metal recovery has de- 
clined. What is your comment on this? 

Mr. Mansvre. I would like Colonel Pinkley to make a statement. 
We have those figures. 

Mr. Prnxtey. In the first place, cost alone and even cost and the 
rate of recovery are not adequate gages of efficiency. You have to also 
include the amount produced. The cost of production has gone up 
slightly, a little over 1 cent a pound since the operation first started in 
1952, but our raw materials and such have gone up considerably also. 
The royalty alone has increased more than that amount per pound of 
nickel so that that cost has not been due to lack of efficiency or loss of 
efficiency but to actual increases in the cost of raw materials that we 
have to use and in the cost of the ore that we have to use. 

Chairman Brown. Let me ask you this question: Does the manage- 
ment contract call for the production of cobalt as well as nickel ? 

Mr. Pinxtey. It provides for the production of cobalt as well as 
nickel. It does not require it. It provides for an additional fee if 
cobalt is produced separately from nickel. 

Chairman Brown. Has any cobalt been produced yet ? 

Mr. Pinger. No, sir. 

Chairman Brown. Why not? 

Mr. Prnxtey. No one has been able to effect an economical process 
we have not been able to find out and we have had the advice of some 
of the best chemical and metallurgical organizations, such as the 
Bureau of Mines, Battelle Memorial Institute and National Lead 
research people. No one has been able to find out what form the 
cobalt is actually in the ore. It does cling to the nickel in taking it out 
and about 1 percent of the total weight of metal produced is cobalt. 

We have research people still working on that and we expect to 
perfect a process. We have produced small quantities. 

Chairman Brown. And under what law or laws is the present opera- 
tion at Nicaro being conducted? Is there any doubt about the legality 
of that operation ? 

Mr. Mansvre. I would like Max Elliott, our General Counsel to 
speak to that. 

Mr. Extiorr. Neither the National Industrial Reserve Act nor the 
Defense Production Act expressly authorizes direct Government oper- 
ation. Both acts contemplate that Government plants will be oper- 
ated through sale or lease to private enterprise. When the Korean 
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emergency came about, this nickel plant was reactivated as were a half 
dozen or so magnesium plants. At that time rehabilitation work was 
necessary. Nobody knew precisely what the actual production was 
going to be or what the cost was going to be. 

There was no base on which the Government or any private operator 
could make a lease because the cost and income figures were not known. 

Chairman Brown. Did you suggest any legislation to explain this? 

Mr. Exniorr. No, sir. 

Chairman Brown. To clarify it, I should have said ¢ 

Mr. Exsiorr. No. But if I can proceed, sir, consequently the 
original agreements for activation of the Nicaro plants and the mag- 
nesium plants provided for a temporary trial period of operation in 
order to determine what costs would be, so the parties could then 
predicate a fair lease. 

That was done in the case of Nicaro when the agreement was made 
in January 1951. In January 1953 an amendment was written to 
that contract extending the operating period for an aggregate of 5 
years, making, I think, then an addition of three and a half, as I 
recall. 

In May of 1953 Mr. Mansure asked me my views on that. I advised 
him that I thought that went beyond the period of trial run to deter- 
mine costs and was therefore unauthorized. I arranged for the staff 
of our office to prepare an office memorandum. 

When that was prepared I rediscussed the question with Mr. Man- 
sure. At that time new facts had arisen. Those were that the Office 
of Defense Mobilization had said we are about to direct. you to 
expand the capacity by another 75 percent. And as Mr. Mansure 
has previously explained that was an expansion of an integrated 
operation. It was not building a new plant over here. The power- 
slau was going to go up, the water supply, and so on. So again you 
had a situation where it was not possible to determine the terms on 
which a lease of the expanded plant could be made until the expan- 
sion was completed and you had a trial run. Similarly you could 
not at that time lease the original plant with all of this new work 
going on. Furthermore we had this practical situation. 

When an operator in there who I am sure had very competent 
attorneys and who felt he had a firm contract. If we had attempted 
to say this 1953 amendment was ultra vires they would have re- 
sisted. Ousting would have required court proceedings and would 
have had a delay in the program for Lord knows how long, and 
nickel, as you know, was then and now absolutely essential. So a 
decision was made by Mr. Mansure with my full concurrence as his 
legal counsel. And I had the informal concurrence of the General 
Counsel of the Office of Defense Mobilization, that the only practical 
thing to do was to maintain the status quo of an operating agreement 
until after we completed what was the trial period on the basis of the 
existing facts, to wit, completion of the physical work of expansion 
and shakedown operation at which time it would be offered for sale 
or lease. 

Chairman Brown. Has the Government bought or leased any land 
near this nickel plant? 

Mr. Pinxiry. Yes, sir. We have acquired mineral rights to cer- 
tain additional ore bodies in order to supply the expanded operation. 
The existing ore bodies were not considered sufficient. Consequently 
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we have through the Bureau of Mines explored and have come up 
with indicated ores, about 34 million tons of additional ore, and we 
have acquired the mineral rights. 

The surface rights to that land do not go with the mineral lands. 
We are negotiating with United Fruit & Sugar Co. for those rights. 
They own that land. That land will be royalty-free. While there 
will be development costs for railroads, roads, and loading plat- 
forms and such, the best information we can get—and this is based 
on the Bureau of Mines calculations—we will save 80 cents per pound 
on 4,200 tons per day on which we will not have to pay royalties. 
And against our present price of ore which is approximately $1.40 
and better we will be paying out approximately 55 cents. 

Senator CareHartr. Mr. Mansure, is this article and these charges a 
part of a scheme to force the Government to sell this property to pri- 
vate industry / 

Mr. Mansvre. It is pure supposition on my part. But it is im- 
possible to conceive otherwise because there are so many charges that 
are completely unfounded that are made in this and then it all leads 
into this particular nickel fiasco. 

Senator Carenart. Is it a fact? 

Mr. Mansvre. Which has been led up from 3 or 4 articles prior to 
this. Anybody that has anything to do with this operation is charged 
with the same old shoe all the time. 

Senator Carenart. Is Freeport Sulphur the one that owns the ore? 

Mr. Mansvure That is correct. 

Senator CaprnHart. Is it a fact that they have been trying to buy 
the property ? 

Mr. Mansvure. They have expressed an interest in the purchase of 
the property. 

Senator Carenart. Is it a fact that International Nickel produces 
80 percent of the nickel in the world ? 

Mr. Mansure. They (Freeport Sulphur Co.) have expressed an in- 
terest in leasing the property. 

Senator Capenart. Is this whole business a part of a scheme to get 
the Government out of the production of nickel and into the hands 
of International Nickel and Freeport ? 

Mr. Mansvure. Being a practical person like my experience in the 
past, I would not want to see competition with the United States pro- 
ducing 15 percent of the world supply of nickel. I would like to own 
that myself if I were in the business, no matter what company I 
represented. 

It would be logical good business. But in the meantime the Gov- 
ernment is caught in the middle. 

Senator Carenarr. Would this Cuban nickel be produced today 
if the Government had not invested several million dollars ? 

Mr. Mansure. No. The reason for that is that it was an experi- 
ment, it was a very risky speculation in the beginning. Even after 
40 months of production it was never a commercially successful 
operation. 

Senator Capenart. Would you be in favor of selling this property 
to private industry if they agreed to develop it and produce the nickel ? 
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Mr. Mansvre. I would be in favor of selling the property if we got 
sound bids on it. I would not want to be in a position of negotiating 
with one company. 

Senator Carenart. If you got a good price and you knew that the 
company would produce nickel for the world market, you would be 
in favor of it? 

Mr. Mansure. Yes, provided they didn’t cannibalize the plant. 

Chairman Brown. Will you assure this committee that our nickel 
supply to the United States will be adequately safeguarded if there 
is a disposal of the plant? 

Mr. Mansvre. Yes, that it go to the United States. We need the 
nickel in this country right here. 

Senator Carenart. Isn’t it a fact that we are dependent now upon 
a foreign country for our supply of nickel ? 

Mr. Mansure. Yes, sir. 

Senator Carrnart. Isn’t it a fact that the Government used good 
judgment in at least trying to develop new sources of nickel ? 

Mr. Mansvure. I feel that the Government used good judgment even 
if they had this at a loss, because it is a source of supply we need very 
much. It is something we can’t do without. We believe that this 
can be a profitable operation. But even if it were not, it would still 
be a good insurance risk. 

Chairman Brown. Up to this date you have some losses, have 
you not? 

Mr. Mansvre. Not currently. 

Mr. Prnxtey. Actually, no sir; never have. 

Senator Capruart. Have you had any current operating losses in 
the last 3 years? 

Mr. Mansvure. No, sir. 

Mr. Pinxtey. Not out of pocket losses. 

Mr. Mansvre. I want you to know, we want to explain that. 

Senator Carenart. You are talking about operating profits? 

Mr. Exxiorr. Could Mr. Medley give you the precise bookkeeping 
figures that we have, sir? 

Mr. Meptey. As of June 30, 1955, the cumulative loss on the prop- 
erty since it was reactivated is $1,238,879. However, the last fiscal 
year was in the black and included in that loss, it should be explained 
this way, is the amortization of the existing plant to the total of 
$47 million being amortized over a period of only 17 years because 
that is the life of the existing ore bodies being worked. 

In addition from the time the plant was reactivated and began 
operations again in January 1, 1952, up until August of 1954, sales 
of nickel to the stockpile were being made on the basis of out-of-pocket 
expenses and not including the amortization charges and reconsider- 
ing the problem we felt that we had erred in following that policy, so 
that at the beginning of fiscal year 1955, that policy was changed and 
the price of nickel to the stockpile was on the basis of total cost, 
including amortization charges. 

Had we followed that policy from the beginning, Mr. Chairman, 
there is no doubt but what the operation to date would have shown a 
profit, but you are taking it out of one pocket and putting it in the 
other, so we did not. feel like the work involved in going back and 
making all of the adjustments on the sales documents to the stockpile 
and the sales made from January 1952 up to August 1954 was justified. 
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Senator Carrenart. Is there anyone here that can tell us whether 
or not the stockpile of nickel is completed ? 

Mr. Mansvure. Yes, sir. 

Mr. Watsu. It is not completed. 

(Discussion off the record.) 

Mr. Mansvure. We would like to call to the committee’s attention 
the stockpile is buying this nickel below the market price. There isa 
saving to the Government. It is a question whether they pay it out 
of this pocket or that et. 

Chairman Brown. May I ask, what is the life of this equipment? 

Mr. Mansvre. The life of the equipment? 

Chairman Brown. Yes. 

Mr. Pinxuey. The life of the equipment in the plant itself will 
probably extend for the 17 years with good maintenance. However, 
there are certain items of equipment such as the rolling stock on the 
railroad, the trucks, the big cranes that dig out the ore, and that type 
of thing, have a life of about 8 years. The big trucks cost $30,000 
apiece. We are setting up a procedure for fast amortization of that 
rolling stock and equipment. 

Chairman Brown. I notice this article also charges that a contract 
for cranes did not go to the low bidder. Would you explain how this 
contract was awarded ? 

Mr. Mansure. Yes. That is a comparison of apples and oranges. 
We would like to explain that. 

Mr. Prnxtey. We had a very desperate need for two cranes. 

We had expected to get two from Government surplus down at the 
Savannah River plant of AEC. Those two were to become surplus at 
a given time. 

Chairman Brown. Savannah River what? 

Mr. PrnxteEy. Savannah River plant of Atomic Energy Commission. 

Chairman Brown. That is near my district. 

Mr. Prnxury. They had a schedule of the dates on which this sur- 
plus equipment would be available. Prior to the date we were to 
obtain these they froze them and started an equipment pool of their 
own. We tried to get them from Navy which had previously gotten 
them from AEC but we could not work out those arrangements. Be- 
cause of the urgent need and to try to get this expansion into as many 
areas as possible, we decided to purchase new cranes. In order to do 
that—the cranes we had requests for were two and one half-yard cranes. 
However, we wanted them to be usable after the expansion up in the 
mine and we can’t use less than a 314- to 4-yard crane but for that they 
need 4 now on the new ore bodies. So we asked for quotations on 4- 
yard cranes and we asked for expedited shipment. 

There were quite a number of bidders. Most of them were very 
light 314-yard equipment. A number did not bid on the 4-yard. One 
bidder that was mentioned in the Fortune article, bid, I believe, $185,- 
000, but he was bidding on a 314-yard crane with a larger engine put in 
it, but that crane had less than one-half the digging capacity of the 
crane that we purchased. 

It weighed 55,000 pounds less and in our opinion it would not have 
stood the rugged operation up in those mountainous hills there where 
we are doing our mining. That was the principal reason for our 
choice. We needed a piece of rugged heavy equipment. 
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Chairman Brown. In other words he wasn’t the lowest and best 
bidder, then. 

Mr. Prnxtey. He was not the lowest and best bidder. 

Senator CareHarr. Is the information contained in this article 
taken from your files? 

Mr. Pinxtey. No, sir. 

Senator CapeHart. Did you turn over your files to the author? 

Mr. PrnKiEy. We discussed these facts with the author. 

Senator CareHart. With the author? 

Mr. Pinxtey. Right. 

Senator CareHart. Did he come into GSA’s office—— 

Mr. Mansvre. I would like to explain that. 

Senator CareHartr. And nose around and get all this information ? 

Mr. Mansure. Between May 6 and July 18 the author monopolized 
between 400 and 500 hours of the time of GSA personnel. 

Chairman Brown. How many hours? 

Mr. Mansvre. Four to five hundred hours. We have it broken 
down in detail. It runs between that figure. 

Chairman Brown. How many employees do you have? 

Mr. Mansvre. He saw just about everybody in our shop. 

Senator CaprHart. Did he come into your office? 

Mr. Mansvure. Yes. 

Senator CapeHart. You did cooperate with him? 

Mr. Mansvre. To the fullest. 

Senator CareHart. You gave him everything you have? 

Mr. Mansure. When he came in we answered every question he 
asked us. We tried to be as fair as possible on everything. 

Senator CapeHart. How many Chicago people are employed in this 
Cuban business? He says in this article you have a lot of Chicagoans 
there. 

Mr. Mansvure. That was asked by the subcommittee on Appropria- 
tions on Monday: (1) We picked a leading citizen from Chicago, 
Archie Cohn to be a member of our review board. That is the only 
person we have employed from Chicago. He had that information. 
Congressman Sid Yates said he was an outstanding person and he 
would recommend him most highly, at the hearings on Monday. 

Senator Capenarr. According to this article you have a lot of 
Chicago politicians. 

Mr. Mansvre. We have not. 

Senator CaPpeHart. One? 

Mr. Mansvre. He is not a politician. He gave up a fine practice 
to serve on our review board. GSA being a combination of a number 
of different agencies in 1949 our personnel are practically entirely 
covered by civil service and are career people. If you would like a 
breakdown on that, we have our director of management, William 
Cleary here and he could give you that information. 

Chairman Brown. Was any classified file given Mr. Solow ? 

Mr. Mansure. No. We gave him some classified information on 
costs which he could not use. We gave him no security classified in- 
formation. He wanted the background on Nicaro. We gave him some 
research information on individuals and operations which are just— 
security information was asked for but he was not given them. 

Chairman Brown. Were any files declassified for him / 

Mr. Mansvure. Not that I know of. 
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Mr. Ettiorr. We have Mr. Don Lehman, acting director of infor- 
mation here. 

Mr. Lenman. There was some. 

Chairman Brown. There were some? 

Mr. Lenman. Yes. The Benjamin Franklin Graphite file was re- 
turned from GAO and declassified for him. 

Mr. Mansvre. We had a graphite plant which was classified and 
the operation was finished up and he had that file. 

Chairman Brown. The article charges that there have been a num- 
ber of delays in carrying out the expansion program, that after one- 
fourth of the 2-year contracted time period only about one-sixteenth 
of the expansion work has been done. 

Mr. Mansvre. I would like Colonel Pinkley to answer that. But 
T want to say one thing on that first. When you start a construction 
program of this type, there is a great deal of equipment and material 
that is purchased, so that consumes a portion of money out of propor- 
tion to the actual progress, but we will bring you right up to date on 
the progress of the expansion program. 

Mr. Piney. In the first place, money expended always lags behind 
progress. In this particular instance the project is 22 percent com- 
pleted as of June 30. In the first place the engineering work and the 
design, drawing of plans are 1,430 sheets of plans and the specifica- 
tions look like a New York telephone directory. There are over a 
thousand purchase orders. In Fact there are over 1,400 purchase 
orders that have been processed to date. Our total commitments to 
purchase amount to close to $20 million. 

A part of that has been delivered and paid. Our total expendi- 
tures as of June 30 were approximately $10 million. The work is 
good. I was in Nicaro the early part of July. Their progress is 
very good; 75 percent of our concrete work is completed. Our en- 
gineering is 99 percent complete. The purchasing is 70 percent com- 
plete. 

Senator Carenart. Mr. Chairman, I don’t want to butt in here but 
being a businessman I am also looking for new ways and means to 
cut expenses or operate a business and I have found an interesting one 
here which I would like to place in the record. Here is a letter dated 
May 20, 1955, addressed to the GSA, by Eleanor S. Nadler, research 
associate for Fortune magazine in which they ask the following ques- 
tions and I find that GSA answered them. This is the first time 
I have ever known of a man having enough courage to ask another 
man to give him ammunition to beat his brains out. 

This is what happened here. Fortune wrote General Services and 
asked a lot of questions. GSA answered all the questions and then 
Fortune proceeds to use the answers in the article to beat the brains 
out of Mr. Mansure. 

Chairman Brown. Do you want to read that letter? 

Senator Carenart. I will put it in the record. 

This was addressed to Mr. Lehman. 

Here is the list of questions I read to you over the phone this morning: 

(1) The full list of bidders for domestic fluorspar contract, specifying name 
of the third bidder in the running. Also, which two bid out of the same mine. 

(2) Travel budgets for division and staff offices. 

(3) Amounts of tentative dryer bids—Nicaro. 


(4) Number of days of travel by Commissioners and their deputies in re- 
view of operations in 1954 (either calepdar or fiscal). 
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(5) 1953-54 Nicaro profit or loss figures and list of component factors used 
in the calculation. 

(6) Outline of bidding procedure under DMPA for the graphite contract. 

(7) Copy of National Lead’s letter nominating Merritt-Chapman & Scott, 
with Pinkley’s reply. 

(8) When National Lead missed the 15-day deadline on proposing a contractor, 
what action was taken by PBS and/or the Adirinistrator? Is there any written 
record? 

(9) How much has Snare-Merritt been paid so far? 


By the way, that Merritt-Chapman & Scott, that is Mr. Wolfson’s 
company. 

Mr. Mansvure. He is chairman of the board, but we have no dealings 
with Mr. Wolfson at all. 

Senator CareHart (reading) : 


(10) We need a recheck of the location of Otis Construction Co. and the 
prefab company for which “Tiny” Williams is agent; Otis is not in Atlanta nor 
the prefab firm in Houston, according to our bureaus in those cities. 

(11) We would like to see documents showing complaints as well as those 
showing congratulations from agencies which deal with the Federal Supply 
Service. 

(12) An outline of the work T. I. McInerney did while a GSA consultant, with 
dates of employment and remuneration. 

As I mentioned to you, we will be in Washington again either late next week 
or the week after and will let you know well ahead of time, as on the next trip 
we would like to see Mansure—in addition to 1 or 2 other gentlemen. 

Thank you again for the extraordinary cooperation you have given us. 


Chairman Brown. Who is that letter to and from whom? 

Senator Caprnart. The letter was to the GSA. It was signed by 
Eleanor S. Nadler, research associate of Fortune magazine and 
then we find in the files here, at least the staff tells me we find the 
answers to all these questions. I get a chuckle out of the fact that 
GSA went out of their way to give somebody the information to 
write an adverse report in an article. 

Chairman Brown. Do you want that letter in the record? 

Senator Caprnart. Yes. 

(The document referred to is as follows :) 


TIME, INC., 
Washington, D. C., May 20, 1955. 
Mr. Don LEHMAN, 
Public Information and Reports, 
General Services Administration, Washington, D. C. 

Dear Mr. LEHMAN: Here is the list of questions I read to you over the phone 
this morning: 

(1) The full list of bidders for domestic fluorspar contract, specifying name 
of the third bidder in the running. Also, which two bid out of the same mine. 

(2) Travel budgets for division and staff offices. 

(83) Amounts of tentative dryer bids—Nicaro. 

(4) Number of days of travel by Commissioners and their deputies in review 
of operations in 1954 (either calendar or fiscal). 

(5) 1953-54 Nicaro profit or loss figures and list of component factors used 
in the calculation. 

(6) Outline of bidding procedure under DMPA for the graphite contract. 

(7) Copy of National Lead’s letter nominating Merritt, Chapman & Scott, 
with Pinkley’s reply. 

(8) When National Lead missed the 15-day deadline on proposing a con- 
tractor, what action was taken by PBS and/or the Administrator? Is there 
any written record? 

(9) How much has Snare-Merritt been paid so far? 

(10) We need a recheck of the location of Otis Construction Co. and the 
prefab company for which “Tiny” Williams is agent; Otis is not in Atlanta nor 
tbe prefab firm in Houston, according to our bureaus in those cities. 
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(11) We would like to see documents showing complaints as well as those 
showing congratulations from agencies which deal with the Federal Supply 
Service. 

(12) An outline of the work T. I. McInerney did while a GSA consultant, 
with dates of employment and remuneration. 

As I mentioned to you, we will be in Washington again either late next week 
or the week after and will let you know well ahead of time, as on the next trip 
we would like to see Mansure—in addition to one or two other gentlemen. 

Thank you again for the extraordinary cooperation you have given us. 

Yours truly, 
ELEANOR S. NADLER, 
Research Associate, Fortune Magazine. 





Question No.1. Supplied by hand, amplified by letter of June 15. Copy at- 
tached. 

Question No. 2. Withdrawn. 

Question No. 3. Supplied by hand. 

Question No. 4. Withdrawn. 

Question No. 5. By letter of June 8. Copy attached. 

Question No. 6. Supplied orally. Later amplified by access to Benjamin Frank- 
lin graphite file. 

Question No. 7. Shown in person. 

Question No. 8. Correspondence shown in person. 

Question No. 9. By letter of June 9. Copy previously furnished. 

Question No. 10. Message of May 23 applies to Otis address; material on Wil- 
liams supplied orally later. 

Question No. 11. By letter of June 15, in part; other correspondence shown in 
person. 

Question No. 12. Supplied orally with a supporting data sheet. 

May 23, 1955. 
Message for Herbert Solow, via Fortune’s Washington Office. 

Dear Mr. Sorow: Charles BE. Otis is the principal party in the Atlanta firm 
which we know as Otis Construction Co. Possibly the firm is not so identified in 
the Atlanta directories. In any event, Otis’s address is the William Oliver 
Building, Atlanta 3, Ga. 

Sincerely yours, 


DonaLp J. LEHMAN, 
Deputy Director, 
Public Information and Reports. 


JUNE 8, 1955. 
Mr. HERBERT SOLow, 
Board of Editors, Fortune Magazine, 
New York 20, N. Y. 

Dear Mr. Sotow: In accordance with our telephone conversation of today, 
there is enclosed for your information a statement of income and costs for the 
Nicaro operation for fiscal year 1954. 

As with all Nicaro cost data, the use of this material is subject to clearance 
prior to publication in accordance with your understanding with Mr. Mansure. 

Let me point out that the statement shows that the operation had a net excess 
of costs over income of $68,984.19. In addition to this net deficit, it is worth 
noting that Nicaro has not been charged with certain expenditures (interest on 
investment, for instance) which are ordinarily borne by commercial enterprises. 
Nevertheless, the showing for fiscal year 1954 is an improvement over the previous 
year—with a reduced deficit and with a substantial increase in the sales volume. 

Sincerely yours, 
DoNALp J. LEHMAN, 
Deputy Director, 
Public Information and Reports. 
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Nickel Processing Corporation, Nicaro, Cuba—Statement of income and costs 
for the period from July 1, 1953, to June 30, 1954 


Suleb; Wb: ise iu id, oe ee Eales ea eee $14, 562, 815. 48 
Manufacturing cost: 
Ore Soyelebs.. tes Suu lad $1, 884, 447. 27 
Ore production : 
SIROG a oo Oe 1) a 328, 335. 59 
Sepiiee i et eae, pe bas 164, 692. 19 
CORO CONG ni eSiiceciinageSe chin 24, 859. 98 
Se Th css 788, 351. 25 
Greate .S 8 ook 2 eek dsr a 1, 742, 395. 67 
Bei... eee Lee 3, 308, 462. 95 
Bene WN se i ee eee ee 518, 088. 19 
ON iii a 352, 958. 32 
Other manufacturing expenses_______-_-__-_-~- 236, 463. 57 
nN i i a ee tls 9, 349, 054. 98 
Less increase in work-in-process inventory : 
Inventory July 1, 1953 (adjusted) —------~- 112, 137. 85 
SNVGNCOryY JUNe OU, 100". nerc eee eaa 187, 101. 60 
(74, 963. 75) 
ONIN si cncconctos ergo eatin: eta eee eee 9, 274, 091. 23 
Other costs, general expenses, Cuba: 
Pererion ane wanes... se 698, 045. 28 
OU nn a me a ae 150, 068. 11 
CI iS 5... nsec tarticin ole cee aren nen 575, 798. 95 
Operation of experimental and research pro- 

NO ss tec ee eae oo gee och 308, 897. 37 
Administrative expense, New York__---------- 314, 192. 638 
Minieemens: fee ee ee 283, 275. 23 
Loading and handling finished product____---~- 40, 894. 14 
GO RNR 665 oS cee etieeeen cee 72, 000. 00 

"POUNE 2A) uke Sok hoes eeeens 2, 343, 266. 71 
Add decrease in finished product inventory : 
Inventory S089 1, Witten. ccdcsteeeeas 1, 767, 755. 66 


Inventory Jane DU, 100A. | occ ee 1, 595, 081. 19 


262, 674. 47 


TNetal other costes; Nne€isais) Ube. a 2, 605, 941. 18 
Total costs exclusive of amortization____.__.__-___________ 11, 880, 032 .41 
Excess of income over costs exclusive of amortization________ 2, 682, 783. 07 
Amortization cost: 
IMPA revolving fund.__.......-.-..-___-. $135, 304. 18 
Approprinted Tends. o.3 ves. sole) eel 2, 616, 463. 08 
————$$—$__—_—_—_—_——._ 2, 751, 767. 26 
Excess, total costs over income_____._____--_____---___. 68, 984. 19 


JUNE 15, 1955. 


Mr. HEersBert SoLow, 
Board of Editors, Fortune Magazine, New York 20, N. Y. 


Dear Mr. Sorow: The third fluorspar bid apparently qualified under the Buy 
America formula was submitted by Fred Staats, 480 12th Avenue, Salt Lake 
City 3, Utah. The Staats hid was not included in the list because postal records 
and postal advice indicate that the bid was not received in Washington in 
time to be opened with the others, at 11 a. m., May 38. 
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It should be noted that the time for acceptance of the bids has expired. 
Therefore, if the purchasing is undertaken, it will be done by negotiation. The 
question is now under discussion by the Office of Defense Mobilization and the 
Department of the Interior. 

Sincerely yours, 
Donatp J. LEHMAN, 
Deputy Director, Public Information and Reports. 





BIDDERS FOR METALLURGICAL GRADE FLUoRSPAR, May 3, 1953 


1. Big Spar Mine, J. A. Campbell, Post Office Box 1145, Wickenburg, Ariz. 
2. C. & L. Fluorspar Co., Inc., 319 South College Street, Marion, Ky. 
3. C. P. Keegel & Associates, 707 South Sixth Street, Las Vegas, Nev. 
4. Continenta Ore Corp., 500 Fifth Avenue, New York 36, N. Y. 
5. Cummings-Roberts, 729 North Highland Avenue, Los Angeles 38, Calif. 
6. Egyptian Mining Co., Rosiclare, Ill. 
7. Empire Fluorspar Co., 1423 East 63d Street, Chicago, I1. 
8. Hicks Creek Fluorspar Mining Co., Elizabethtown, II. 
9. Kentucky Fluorspar Co., Inc., Marion, Ky. 
10. Mackey Humm Fluorspar Mining Co., Box 336, Colconda, I). 
11. Miller-Addick, 2215 Carew Tower, Cincinnati, Ohio 
12. Minerva Oil Co., Colonda, Ill. (Fluorspar Division) 
13. Norman, Arden; Norman, Dale; Norman, James H., 3161 Stevens Avenue, 
Ogden, Utah 
14. Ozark-Mahoning Co., Tulsa, Okla. 
15. P. M. T. Mining Co., Elizabethtown, Il. 
16. Rosiclare Lead & Fluorspar Mining Co., Rosiclare, Ill. 
17. Victory Fluorspar Mining Co., Elizabethtown, II. 


NoTEs ON StraAts Bip—Svertz, JUNE 15, 1955 


Contacted post office twice on Staats bid; first reply unsatisfactory ; report that 
Staats letter, airmailed for special delivery from Salt Lake City the previous 
day, may have reached Washington, D. C., postoffice at 10:30 a. m. for distribu- 
tion. (Note: Bid opening was at 11 a. m.; second reply declared that it 
would have been scheduled for delivery to GSA at 1 p. m. inasmuch as special 
deliveries are grouped. On this assumption the bid would have been technically 
a late bid as it was not delayed in the mails.) 

Staats was aware that his bid was right on the deadline for he sent a telegram 
saying he had mailed it, asked for its consideration. 

As the time for acceptance has lapsed, the purchasing (if authorized by 
ODM, now consulting on metallurgical fiuorspar with Interior’s Minerals and 
Metals for Defense unit) probably will be by negotiation. Probably Staats will 
be offered an opportunity to negotiate. 

The two bidders apparently in line pricewise are apparently offering the 
mineral from the same mine. The question is being doublechecked. 


JUNE 15, 1955. 
Miss ELEANOR NADLER, 
Fortune Magazine, New York 20, N. Y. 

Dear Miss NADLER: In accordance with your request, you will find enclosed 
the correspondence copies in the FSS file which you examined here. I consulted 
with Mr. King, administrative officer of FSS, and he has informed me that he 
has no objection to letting you have this material. 

It would be convenient for me if I could have them available at the time the 
manuscript is reviewed rather than attempting to obtain copies anew from FSS. 

Sincerely yours, 
Donatp J. LEHMAN, 
Deputy Director, Public Information and Reports. 


Mr. Mansvure. The author of the article said when he was in our 
offices that every question he had asked had been answered. 
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Senator Carenart. I would like to place in the record a copy of a 
letter dated March 4, 1954, signed by Mr. Solow himself in which 
he asks 48 questions and they answered all 48. I would like to have 
that placed in the record. 

Chairman Brown. That may be placed in the record. 

Senator Carenart. Together with the questions prepared by GSA 
and their answers. Solow didn’t do much work; he had quite a racket. 

(The document referred to is as follows :) 


ForTuNE, EDItoRIAL DEPARTMENT, 
New York, March 4, 1954. 

Mr. EpMUND MANSURE, 

Administrator, General Services Administration, 
Washington, D. C. 
Dear Mr. MAnsvReE: Fortune is going to do an article, probably for the May 
issue, on the present state of balance between nickel requirements and supplies, 
Government activities and plans to improve the situation, and the prospects. 
I have been assigned to do this article. It will cover all the Government con- 
tracts, including Nicaro. 
I should like to come to see you for an interview about 2 weeks from now, 
and in the meantime I should like to submit the enclosed list of questions con- 
cerning the Nicaro project, primarily. 
I hope that it will be possible for GSA to answer these questions and to send 
me the answers on or about March 15. 
I am leaving tonight for a 2-week holiday. During my absence Miss Eileen 
Durning, research associate, will be collecting material on nickel requirements 
and supplies in general, and working up some questions that we should like to 
put to GSA about Government nickel projects other than Nicaro. If we were 
to get the answers to the enclosed by March 15, something like March 17 would 
be a fine time for an interview, if that suits you. 
Sincerely yours, 

HeRpert Sorow, Board of Editors. 


A 


. On what date was the special study ordered? 

In what sense was it special? 

Who was in charge and who on study staff? 

Date of completion of study? 

Who in GSA approved the report (Board of Review, deputies, Administrator, 

other) ? 

Date of closing of report (day as well as month) ? 

. Has GSA been correctly quoted as saying that the original NPC 30-31 million 
pound contract objective was not justified? 

. If not, what about the objective and the bid? 


N> ewe 


Go 


B 


9. When did ODM direct expansion? 

10. When was the expansion program undertaken? 

11. Was there bidding for contract for expansion? 

12. When were negotiations with contractor completed? 

13. Is contractor NPC or National Lead? 

14. If National Lead, then why, rather than NPC? 

15. How much will expansion cut production and for how long (your estimate) ? 

16. Is the Freeport ore royalty question under discussion or a closed matter? 

17. What were Government’s exploration costs for the ore underlying the expan- 
sion program? 

18. What if any relation of Cuban NPC directors, family, companies to the ore 
claims? 

19. What is the estimate of this ore (volume, grades) ? 

20. What is estimated annual production of the expanded plant? 

21. What is target date for completing expansion (full operation of expanded 
plant) ? 

22. Is there now a formal NPC contract? 

23. Letters of amendment to letter contract since No. 9, if any? 
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‘ C 

. Who originally approved extension in time of the management fee arrange- 
ment from a legal viewpoint ? 

. What additional legal opinions have been obtained or sought since? 

. Has ODM expressed any approval of the prolonged management fee arrange- 
ment? Please provide the data. 

. The same for any Pentagon level. 

. The same for any congressional committee or chairman. 


D 


. Who is to get the $1 million authorized by ODM for research? 
. How much in all appropriated and spent for research? 
. Present cost of pilot plant? 
32. Present state of sintering process? 
. Present state of cobalt extraction process? 


E 


. On Mr. Brown’s report of calcining kiln shutdowns, please indicate which 
are maintenance shutdowns. 

. What if any evaluation of the operation by metallurgists since June 1, 1953? 

. Which metallurgists? 

. What metallurgists have been on the staff of or consultants to GSA since 
June 1, 1953? 

. When was the nickel and graphite committe set up, with list of members 
and changes and brief outline of members’ backgrounds? 

. What, briefly, is the graphite operation? 


F 


. What reorganization of concessions has taken place since June 1, 1953? 
Terms? 

. What are the January and February production figures? 

. Any Moa Bay deal, plans, or prospects? 


G 


. Estimate of when Government can get out of the nickel business. 

. A lease was discussed by GSA and NPC late in 1952 and early in 1953; who 
submitted the original draft ; what were its terms; what modifications were 
proposed ; and who initially broke off consideration thereof? 

. Any lease negotiations since? 

. If it is established that production costs are lower than in the first tour of 
duty, who, in view of present prices of nickel (all forms), are lease negotia- 
tions not undertaken? 

. What has Battelle reported in re three alternative processes for Cuban ore? 

. According to the old nickel and magnesium committee, the prospective man- 
ager, who eventually became the manager, estimated that production costs 
would be 40 cents per pound ; what cost factors were included in this figure, 
and how can it be compared with the production cost as given in the special 
report? 


GENERAL SERVICES ADMINISTRATION 
Washington, D. C. 


Maron 19, 1954. 


ANSWERS TO 48 QUESTIONS ON THE OPERATION AND EXPANSION OF THE UNITED 
STATES GOVERNMENT NICKEL PLANT aT NICARO, CUBA 


A-1. Question. On what date was the special study ordered? 
Answer. May 28, 1953. 


A-2. Question. In what sense was it special? 


Answer. The report was not one of those which are required periodically of 
GSA by Congress; in that sense this was a special report. 
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A-3. Question. Who was in charge and who on study staff? 


Answer. The Administrator of General Services assigned responsibility for 
preparation of the report to the Office of Public Information and Reports with 
instructions to mobilize task forces necessary to carry it out from technical units 
of GSA. These included the Office of the Comptroller and the National Indus- 
trial Reserve Division. 


A-4. Question. Date of completion of study? 
Answer. August 19, 1953. 


A-5. Question. Who in GSA approved the report (Board of Review, Deputies, 
Administrator, other) ? 


Answer. The report was reviewed by the National Industrial Reserve of Public 
Buildings Service, Office of the Comptroller, and the Defense Materials Procure- 
ment Agency The report was approved by the Administrator of General Serv- 
ices upon its transmittal to the committees of Congress to which it was addressed. 


A-6. Question. Date of closing of report (day as well as month) ? 
Answer. October 12, 1953. 


A-7. Question. Has GSA been correctly quoted as saying that the original NPC 
30-31 million pound contract objective was “not justified”? 


Answer. We are not aware that GSA has been so quoted. Concerning the 
substance of the question—that is, the basis of the original objectives of 30-31 
million pounds, we would like to call your attention to the material appearing 
on page 12 of the report on Nicaro under the heading, “Plant Capacity.” This 
expresses the view of GSA. 

At the risk of repetition, it should be added that 30 to 31 million pounds per 
year was the theoretical capacity of the plant. This rate was established, not 
by performance, nor by comparison with any similar plant performance, as no 
other plant had ever been built to extract nickel from Cuban laterite ores, but by 
estimate only. The estimate was based on performance of a pilot plant located 
in Texas, but utilizing ores from Cuba under more ideal conditions than ever 
existed in Cuba. 

However, the same company who built and operated the pilot plant and who 
estimated the full-scale plant with rated capacity as 30-31 million pounds, were 
never able, under actual operating conditions, to produce over 25 million pounds 
of nickel per year, in any of their 3 years of operation of the full scale plant at 
Nicaro. This is not said critically, but is merely a statement of fact. 

This same operator, in their rehabilitation survey report, stated that produc- 
tion could be increased by 2 million pounds by making certain improvements. 
Thus, on the basis of their actual operating experience, they estimate the capacity 


od 


might reach 27 million pounds, after plant improvements were made. 


A-8. Question. If not, what about the objective and the bid? 


Answer. The original NPC, not having had the benefit of prior operating ex- 
perience at the plant, did not question the theoretically potential capacity of 30— 
31 million pounds, and consequently used it in their bid. It is of interest to note 
that the other bidder, American Smelting & Refining Co., who, we understand co- 
ordinated their bid with the former operator and had access to their operating 
data, limited their bid to the production of 27 million pounds per year. 

Regardless of these facts we consider 30 million pounds to have been a worth- 
while goal, which might have been achieved, under ideal conditions equivalent 
to those existing in the pilot-plant operation. The fact that this capacity has 
been closely approached for short periods indicates that further improvements 
in process and equipment might have made it a reality. 

However, the expansion program will preclude such determination, as it will 
probably be impossible to maintain the present rate of production during the 
construction period. 


B-9. Question. When did ODM direct expansion? 
Answer. December 23, 1953. 


B-10. Question. When was the expansion program undertaken? 


Answer. Preliminary design and planning of the expansion program, by the 
H. K. Ferguson Co., has been in progress for some time, under a prior authori- 
zation by the Defense Production Administration. This work has now been en- 
larged in scope to include final designs, working drawings, specifications and 
details. 
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B-11. Question. Was there bidding for contract for expansion? 


Answer. National Lead Co. will be the prime contractor for the complete ex- 
pansion program. There was no bidding for this contract because it was not 
practical to delay the project for the completion of detailed plans and specifica- 
tions necessary to facilitate firm bidding. 

It should be noted, of course, that the architect-engineer (Ferguson) sub- 
contract was selected on the basis of fee-bids and consideration of the qualifica- 
tions of respective bidders, including the staff capacities of interested con- 
tractors. 

The construction subcontract has not as yet been awarded. It is anticipated 
by the contractors that planning will have progressed sufficiently to permit the 
starting of construction about May 1, 1954. 


B-12. Question. When were negotiations with contractor completed? 


Answer. The prime contract negotiations are practically completed and exe- 
cution of the contract will be accomplished as soon as the documents are com- 
pleted. 


B-13. Question. Is contractor NPC or National Lead? 
Answer. National Lead Co. 


B-14. Question. If National Lead, then why, rather than NPC? 


Answer. Because of the necessity for keeping production at the highest pos- 
sible level, during the period of construction, it was considered appropriate to 
keep the operations separate from the construction. However, in recognition 
of the necessity for the closest possible coordination of construction and opera- 
tions, National Lead Co. was considered the logical choice. 


B-15. Question. How much will expansion cut production and for how long 
(your estimate) ? 

Answer. Neither the extent nor the duration of interference of the construc- 
tion with production can be realistically estimated at this time. Every effort 
will be made by all concerned, to keep production at the maximum rate, by care- 
ful planning of work sequence and progress schedules, without materially de- 
laying construction. 


B-16. Question. Is the Freeport ore royalty question under discussion or a closed 
matter? 
Answer. The Freeport ore royalty is established by contract. While the ques- 
tion is not currently under discussion, it cannot be considered a completely closed 
matter, by either party, during the duration of that contract. 


B-17. Question. What were Government’s exploration costs for the ore under- 
lying the expansion program? 

Answer. The exploration costs amounted to $791,734 as of January 26, 1954. 
‘This is the most recent figure available here on this project, which is presently 
nearing completion. 

While the question doesn’t so indicate, we believe that you would be interested 
also in the acquisition costs for both mineral and surface rights. 

At present the cost of acquiring the claims (mineral rights) is estimated at 
approximately $1,500,000. This is given as a rounded figure. Negotiations have 
not been completed for every claim. Moreover, the legal costs associated with 
the direct denunciation of claims by the Cuban Nickel Co. are also represented 
by a rounded estimate. With the mineral acquisition incomplete, the total costs 
nay run higher, perhaps to the neighborhood of $2 million. 

It should be noted that the acquisition of surface rights is still another cost 
which has to be taken into account. At the moment we can only offer a rough 
estimate of several hundred thousand dollars. 

With all the exploration and acquisition costs summed up in a single total, 
these costs may approach $3 million—about 10 cents a ton. It is worth noting, 
only as a yardstick, that the ore royalties to Nicaro Nickel Co. approximated 
$2,939,868, in sum total, at the end of January 1954. 


B-18. Question. What if any relation of Cuban NPC directors, family, com- 
panies, to the ore claims? 

Answer. The Gonzalez family, of which Rafael Laureano Gonzalez Cardenas, 

a director of NPC, is a member, is the owner of two claims on which approxi- 

mately 214 million tons of ore have been developed. The acquisition of this ore 

will cost the Government less per ton than any other claims acquired in this 
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purchase, except those acquired by direct denunciation by the Cuban Nickel Co. 
We know of no other participation by Cuban NPO directors, or the families or 
companies of such directors. 


B-19. Question. What is the estimate of this ore (volume, grades) ? 


Answer. In excess of 30 million metric tons, with an average nickel content of 
1.39 percent. This is exclusive of Nicaro Nickel Co. holdings. 


B-20. Question. What is estimated annual production of the expanded plant? 
Answer. 49 million pounds per year. 


B-21. Question. What is target date for completing expansion (full operation of 
expanded plant) ? 
Answer. July 1, 1956. 


B-22. Question. Is there now a formal NPC contract? 


Answer. If by “formal contract” is meant a change in the original contract 
form, the answer is “No.” 


B-23. Question. Letters of amendment to letter contract since No. 9, if any? 


Answer. One letter amendement, No. 10, has been added to provide for the dis- 
posal of the plant product to industry, for which there had been no previous 
provision. This amendatory letter is dated June 19, 1953. 


C-24. Question. Who originally approved extension in time of the management 
fee arrangement from a legal viewpoint? 


C-25. Question. What additional legal opinions have been obtained or sought 
since? 


C-26. Question. Has ODM expressed any approval of the prolonged management 
fee arrangement? Please provide the data. 


C-27. Question. The same for any Pentagon level. 


C-28. Question. The same for any congressional committee or chairman. 


Answers. As these questions form a well developed group, they are answered 
together for your convenience. 

(24) Extension of the management-fee arrangement was an action under- 
taken on the responsibility of the Administrator of General Services when 
amendatory letter No. 9 was executed. This action included the necessary 
evaluation that the continuation of the arrangement, as a matter of legal policy, 
would serve the interest of the United States Government in view of the con- 
templated expansion. 

(25) The operation of Nicaro has been continuously and thoroughly under 
review during the past year within the General Services Administration, in- 
cluding the legal aspects of the contractual arrangement. 

The management-fee contract has continued in force as a legal basis for ac- 
complishing the difficult tasks of simultaneously enlarging the plant by 75 percent 
and continuing its operation. Naturally, it would be desirable to lease or sell 
the plant. The policy of the General Services Administration is to bring about 
one or the other as soon as the conditions’of lease or sale will assure permanent 
operation as a commercial venture and bring a fair return to the United. States 
Government for its capital investment. 

(26-27) As administrative responsibility for the operation of Nicaro rests 
with the General Services Administration, neither the Office of Defense Mobili- 
zation nor any Pentagon level has been asked to express its views on the ex- 
tension of the management-fee basis. Naturally, neither has expressed approval 
or disapproval, or even questioned it. 

(28) Interested committees of Congress have been kept informed on the 
operation of Nicaro. These include the Committees on Armed Services and the 
Committees on Government Operations of the Senate and the House and the 
House Committee on Appropriations. The information has been supplied by 
letters and reports. 

Through their chairmen, the committees also have been informed that the 
General Services Administration would welcome their views on the operation. 
With respect to separate phases of the operation, formal opinions have been 
neither requested nor received by the General Services Administration. 

The Senate Committee on Armed Services has placed in the record its official 
views on the operation of Nicaro in Senate Document No. 4 of the 82d Congress, 
Ist session. It should be noted, with respect to this document, that, in the opera- 
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tion of Nicaro, the General Services Administration has endeavored to carry 
out fully the congressional policy expressed therein. 


D-29. Question. Who is to get the $1 million authorized by ODM for research? 


Answer. This authority is intended for overall research and the development 
of data pertaining to nickel production, but no allocation to individual projects 
has been made. 


D-30. Question. How much in all appropriated and spent for research? 


Answer. The total amount spent to date on research and development for the 
Nicaro operation, including the full cost of operating the pilot plant through 
January 1954, is $275,000. This doesn’t include a fee to Professor Caron for 
consultancy and patent rights relating to the operation of the main plant. The 
amount cited above includes, however, other consultant fees, the research at the 
Niagara Falls Laboratory, and the prorated amortization of capital investment 
in the pilot plant. 


D-31. Question. Present cost of pilot plant? 


Answer. By the end of January 1954 the actual capital cost of the pilot plant 
had reached a total of $592,000. This had been amortized to $563,000. The 
higher figure, as compared with $575,000 cited in the report on Nicaro, reflects 
additional equipment needed for continued research. 


D-32. Question. Present state of sintering process? 


Answer. The sintering plant has recently been completed. Test runs are 
being made to train operating crews, adjust equipment, and develop time and 
temperature control data. Normal operations will start as soon as this work 
is completed, and when the stockpile specification for sinter is provided by ODM. 


D-33. Question. Present state of cobalt extraction process? 


Answer. Research toward this objective continues to have a high priority. 
No commercially economical process, however, has been developed for the 
separate production of cobalt from Cuban ores. 


E-34. Question. On Mr. Brown’s report of calcining kiln shutdowns, please indi- 
cate which are maintenance shutdowns. 


Answer. Of the total down time reported by Mr. Brown, 232 hours were for the 
installation of reinforcing rings to preclude distortion of the kiln shell and for 
other improvements recited in his report. This was between October 13 and 21, 
1953. The balance of the down time reported is considered maintenance. 


E-35. Question. What, if any, evaluation of the operation by metallurgists since 
June 1, 1953? 


E-36. Question. Which metallurgists? 


Answer. The Battelle Memorial Institute has completed a comprehensive report 
on the three basic processes, including that now utilized at Nicaro. Battelle 
visited the Nicaro plant and studied the present operation in considerable detail. 
While most of their fieldwork was performed prior to June 1, 1953, certain of 
their recommended improvements, tested in the plant pilot facilities, are being 
incorporated in the designs for expansion. 


E-37. Question. What metallurgists have been on the staff of or consultants to 
GSA since June 1, 1953? 


Answer. Mr. George Walker, chemical and metallurgical engineer, is a member 
of the GSA staff and is now devoting all of his time to the Nicaro operation, 
with particular emphasis on the coordination of research and development with 
the plant operator, and the utilization of the pilot plant in process improvement 
work, 

Nickel Processing Corp. has also retained the services of a metallurgical engi- 
neer with broad experience in nickel research, as a consultant on research and 
development work. 


E-38. Question. When was the Nickel and Graphite Committee set up, with list 
of members and changes and brief outline of members’ backgrounds? 
Answer. The Nickel-Graphite Committee was established September 1, 1953, 
by a directive of the Administrator. This committee was and is comprised of the 
following members : 
Mr. J. P. Pinkley, Director, NIRD, and chairman, Nickel-Graphite 
Committee. 
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Mr. Johnston Russell, Deputy Director, Credit and Finance Division, and 
member, Nickel-Graphite Committee. 

Mr. C. A. Fredell, Expansion Division, ETS, and member, Nickel-Graphite 
Committee. 

(See attachment A for biographical data.) 


E-39. Question. What, briefly, is the graphite operation? 


Answer. It is essentially a pilot-plant operation undertaken to determine the 
feasibility of developing domestic resources in graphite. At present the United 
States is dependent upon overseas sources which could be severed in wartime. 
The development of a domestic supply would forestall the detrimental effect of 
that eventuality on our defense industries. 

In the pilot operation, GSA has reactivated the wartime-built plant of the 
Benjamin Franklin Graphite Co., Inc., at Chester Springs, Pa. The property 
includes 70 acres of land which contains substantial reserves in graphite. 
F—40. Question. What reorganization of concessions has taken place since June 

1, 1953? Terms? 

Answer. There are 49 commercial concessions of record at Nicaro, which supply 
various commodities or services to the employees and their families. Of these, 
the Departmento Comercial de Nicaro holds five;. the principal ones being the 
commissaries, including grocery and dry goods stores and the refrigerating room. 
We assume that it is these concessions in which you are particularly interested. 

Last summer, Sr. Antonio Guerra was willing to take over the operation of the 
commissary as an independent concessionnaire, and a formal agreement had been 
negotiated with him, to the satisfaction of both parties. Sr. Guerra found that he 
could not get sufficient financial backing to permit him complete freedom in his 
operation. Therefore, no agreement was executed. 

As NPC has been unable to contract for the operation of the commissary with 
any other independent and financially able party, they are in the process of tak- 
ing over the operation of the commissaries, themselves, as a part of the overall 
plant operation. 

In view of the complex nature of the concession problem and the necessity 
of safeguarding the customs exemption, it has been considered desirable that 
the commissary should be operated by a separate subsidiary corporation. This 
will provide means for the separate consignment of dutiable and duty-free goods. 
This procedure conforms to the recommendations of the United States Embassy 
at Habana and of NPC attorneys. 

The Departmento Commercial de Nicaro and the Gonzalez family have agreed 
to relinquish all interests in their concessions at Nicaro. Under this agreement 
NPC will acquire all merchantable merchandise and the fixtures presently owned 
by the Departmento at its actual cost. The cost will be determined by an in- 
ventory and audit which is now in progress. No other consideration is in- 
volved, although NPC has agreed to turn over to Gonzalez any amounts volun- 
tarily paid on past accounts by customers to whom credit has been advanced 
by the present commissary operator. NPC’s operation will be on a cash basis 
with prices gaged to cover all operating and administrative costs. 


F-41. Question. What are the January and February production figures? 


Answer. Production figures for the first quarter of 1954 will be furnished as 
soon as available after the close of the quarter. This will include the total pro- 
duction for January, February, and March 1954. 


F—42. Question. Any Moa Bay deal, plans, or prospects? 


Answer. Negotiations are underway with Nicaro Nickel Co. (Freeport) for 
the construction of a pilot plant to test their process for treating Cuban ores. 
(See GSA Release 247, issued on January 20, 1954.) 


G48. Question. Estimate of when Government can get out of the nickel business? 


Answer. With the construction phase just opening, it has not been considered 
advisable or practical to take action leading to a lease, at least until such time 
as the effect of the expansion program on production has been more clearly 
measured. 

The GSA policy goal, of course, is the sale or lease of Nicaro at the earliest 
possible time on terms which will assure its continued operation as a com- 
mercially profitable private enterprise, if at all possible, with an equitable 
return to the Government. This is in the best interest of Cuba and the United 
States, and it will carry out the recommendations of the Senate Committee on 
Armed Services. (See 8. Doc. 4, 82d Cong., 1st sess.) 
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G44. Question. A lease was discussed with GSA and NPC late in 1952 and early 
in 1953. Who submitted the original draft, what were its terms, what 
modifications were proposed, and who initially broke off consideration 
thereof? 

Answer. This question has been covered at some length in our correspondence 


of a year ago (letters of May 5 and 12, 1953) and later in the Report on Nicaro 
(p. 15). 


The abortive lease discussions were undertaken in the late months of 1952 
in the belief, held by the Magnesium and Nickel Committee, that a lease might 
not prove incompatible with the prospective expansion. Terms were proposed 
by the operating company as a basis of negotiations, but they never became, in 
fact, subject to the modifications which are the usual accompaniment of bargain- 
ing between lessee and lessor. This inclusive result flowed largely from the 
fact that GSA then found that leasing the plant was, in fact, incompatible with 
plans for expanding it. 

The terms are considered confidential and have not been published, largely 
because they were never tested by bargaining. Naturally, there are no modifica- 
tions, as such. 


G45. Question. Any lease negotiations since? 
Answer. No. 


G—46. Question. If it is established that production costs are lower than in the 
first tour of duty, why, in view of present prices of nickel (all forms), are 
lease negotiations not undertaken? 

Answer. This has not been established. In any event, with regard to leasing 
at the present time, information has been made public by ODM indicating that 
the major portion of the Nicaro output will be allocated to stockpile. Under 
this situation any lease arrangement would have to be on a subsidy basis. Also 
the impossibility of forecasting with any degree of exactness, the effective pro- 
duction during the expansion period precludes any firm lease arrangement, for 
that period. 


G47. Question. What has Battelle reported in re three alternative processes 
for Cuban ore? 


Answer. The Battelle Memorial Institute report is a comprehensive, but 
highly technical appraisal of the three major processes under consideration for 
the extraction of nickel and cobalt from Cuban ores. For identification these 
may be referred to as the Freeport, Bethlehem, and Nicaro processes, respectively. 

Data pertaining to the Freeport and Bethlehem processes are considered 
confidential and may not be disclosed. However, the sponsors of these processes 
may be willing to release this information for publication. 

Regarding the Nicaro process, Battelle recommends continued research to 
and development with respect to certain processes to improve recovery of nickel 
and to separate cobalt. Included are such possibilities as separate treatment 
of serpentine and limonite ores and improvements in washing, leaching, and 
grinding and in the roasting procedure in the reduction furnace. 

Certain work has been carried on in the pilot plant along the lines recom- 
mended by Battelle, and, based on data obtained, provisions are being made 
in the expansion designs for flexibility of equipment to permit full advantage 
of potential improvements. 

With respect to the other two processes, the Battelle report recommended 
research and experimentation, with pilot-plant tests. 

G-48. Question. According to the old Nickel and Magnesium Committee, the 
prospective manager, who eventually became the manager, estimated that 
production costs would be 40 cents per pound. What cost factors were included 
in this figure and how can it be compared with the production cost as given in 
the special report? 

Answer. Cost figures of a general character were the basis of the estimate 
at the outset of the second operation that nickel could be produced at Nicaro 
at a cost of 40 cents a pound. Indeed, the basic figures were so general that 
they do not lend themselves to comparison with the itemized fiscal-yea~ figures 
which appear on page 14 of the Report on Nicaro. Such a comparison would 
be imperfect and inadequate in many ways as the first estimates were developed 
without operating experience. 
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ATTACHMENT A 


JAMES P. PINKLEY, DIRECTOR, NATIONAL INDUSTRIAL RESERVE DIVISION, PUBLIC 
BUILDINGS SERVICE, GENERAL SERVICES ADMINISTRATION 


Education: University of Illinois Engineering, 1912-17. 

Experience: Architect-engineering practice, 1919-21; industrial engineer, 
U. N. Roberts Co., 1921-29; assistant project engineer, Congress Construction 
Co., heavy construction, 1929-31; property management engineer, Prudential 
Insurance Co. (rehabilitation and management $250 million property account, 
1932-41; engineer, War Assets Administration, 1946-48; industrial engineer, 
General Services Administration, Public Buildings Service, 1948-53; Director, 
National Industrial Reserve Division, PBS, 1953-54; appointed Chairman, Nickel- 
Graphite Committee, September 1953. 

Military service: United States Army Engineers, 1917-19; officer, United States 
Army, Corps of Engineers, 1941-44; Staff Engineer and Deputy Chief of Staff, 
G4, USAF Command Headquarters, PDC, 1944-46. 


CLARENCE A. FREDELL, ACTING CHIEF, EXPANSION BRANCH, MATERIALS DIVISION, 
EMERGENCY PROCUREMENT SERVICE, GENERAL SERVICES ADMINISTRATION 


Education: Montana School of Mines, 1921; Royal Institute of Technology, 
Stockholm, Sweden, 1923-24, as fellow of American Scandinavian Foundation. 

Experience: Assistant geologist, United Verde Copper Co., Jerome, Ariz., 
1924-25 ; chief engineer and geologist, Angangueo unit, A. S. & R. Co., Angangueo 
Michoacan, Mexico, 1925-26; chief engineer and geologist, San Rafael Mining 
Co., Pachuca, Hidalgo, Mexico, 1926-29; Cia de Real del Monte y Pachuca, Pa- 
ehuca, Hidalgo, Mexico, since 1929, 8 years as chief mining engineer, mining 
superintendent, district superintendent, 1929-46; manager, mining division, E. J. 
Longyear Co., Minneapolis, Minn., 1946-48; general manager, Cia Minerva, Ven- 
turosa, Chihuahua, Mexico, August 1948—-March 1950; construction engineer, 
San Francisco Mines, Parral, Chihuahua, Mexico, March 1950—July 1951; Chief, 
North and Central American Branch, Defense Materials Procurement Agency, 
Washington, D. C., July 1951—March 1953 ; Director, Foreign Expansion Division, 
Defense Materials Procurement Agency, March 19538 to August 1953; Acting 
Chief, Expansion Branch, Materials Division, EPS, August 1953 to present. 
Member, A. I. M. E. 


JOHNSTON RUSSELL, DEPUTY DIRECTOR, CREDIT AND FINANCE DIVISION, OFFICE OF THE 
COMPTROLLER, GENERAL SERVICES ADMINISTRATION 


Education: University of Virginia, 1927; Harvard University Law School, 
1931. 

Employment: Hiscock, Williams & Cowle, attorneys at law, Syracuse, 
N. Y., 1931-32; Octane Gas & Oil Co., Fulton, N. Y., 1933-35; Farm Security 
Administration, 1936-41; fiscal and investigation, United States Department of 
Agriculture, 1945-46; War Assets Administration, fiscal, 1946-49; General Serv- 
ices Administration, 1949-54. 

Army service: Special Agent, Counter-Intelligence Corps, 1942-45. 

Admitted to practice of law, District of Columbia, 1940. 

Chairman Brown. Have you offered for the record the answers to 
the first letter ? 

Senator Capenart. There are a lot of letters here. 

Mr. Mansvre. All of those were made available to the committee 
staff. 

Senator CapeHart. You mimeographed the answers to the 48 ques- 
tions this time, didn’t you; is that right? 

Is that what this is? It looks like you mimeographed the answers. 
How many did you give the answers to? 

The rest of the newspaper boys? 

Mr. Mansure. I would like Mr. Lehman to answer that. 

Senator CapeHart. You had Mr. Solow’s questions mimeographed 
and the answers. Why did you have it mimeographed? Did you give 
other people a lot of copies? 





Ta 
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DEFENSE PRODUCTION ACT 33 


Mr. Lenman. We made it available to other people. When we fin- 
ished answering his questions we had an excellent statement of the 
status of Nicaro at that time, a year ago. So we mimeographed it for 
other inquirers who asked us about anything about Nicaro. It was a 
complete résumé of the condition at that time. 

Mr. Mansvre. Mr. Chairman, if I may, I would like to give you 
my reply on the first inquiry on this article. 

Senator CareHart. 1 want to put in something else in the record. 
Here is a letter of July 14, 1953, to Mr. Mansure from Mr. Solow in 
which he gets very critical of Mr. Mansure because he won't give him 
more figures. 

Mr. Mansure. They wanted cost figures on the operation of Nicaro. 
We feel that divulging of cost figures puts us in an unfavorable posi- 
tion if we put the plant up for lease or bid. 

Chairman Brown. That will be incorporated in the record at this 
time. 

(The document referred to is as follows:) 


ForTUNE, 
New York, July 14, 1952. 
Mr. EpMUND F. MANSURE, 


General Services Administration, Washington, D.C. 


Dear Sirk: This is to confirm our telephone conversation of yesterday. In 
reply to my question, you stated, in effect, that you had not been consulted by 
the Department of the Interior or the White House in the consideration of Mr. 
Marvin Nichols for an appointment and that you had volunteered no informa- 
tion or opinion about him. 

In reply to a question as to how any publication by me of monthly per pound 
operating costs could hurt the Government in the event of future expansion 
negotiations, you explained that it would not be desirable for marginal bidders 
to learn the figures by reading of them in Fortune, as the figures might en- 
courage such marginal bidders to try to climb on a gravy train. 

With respect to the reasoning concerning the cost figures, I would like to make 
the following comment: Nobody was allowed to bid for the Nicaro contract ex- 
cept after certification by the Munitions Board. The object of this procedure is 
to keep marginal people out. In the absence of any statement to the contrary, 
I assume that if you ever decide to expand, which is far from certain despite the 
bunk published in the American Metals Market, you will want somebody to cer- 
tify bidders before you permit them to bid. Consequently no harm could be done 
by publishing figures in Fortune for all to read. For reasons which I have given 
you earlier, I question that there is any international reason for further sup- 
pressing the figures. The fact that GSA is preparing to report for Congress 
does not prevent GSA from issuing certain types of information to me and others, 
and I suggest that the cost figures be included. This is, after all, a public opera- 
tion with public money. It has been operating at capacity for almost a year. 
I, therefore, renew my request for cost figures. 

I would like to ask you one other question at this time: In view of the lack of 
an evaluation of the present Nicaro operation by a metallurgist, independent of 
the Government and of the hired operator, and in view of the deficiency of metal- 
lurgists on the staff of GSA, what steps have you taken to carry out the sugges- 
tion that such an evaluation be made by an independent metallurgist? 

Very truly yours, 
HERBERT So_ow, Board of Editors. 
Mr. HERBERT SoLow, 
Board of Editors, Fortune Magazine, 
New York, N. Y. 

Dear Mr. Sotow: There were so many things demanding my attention before 
I left Washington for an extended inspection of GSA’s regional offices that I 
did not have time to reply to your letter of July 14. 

Let me assure you that it is not our desire to suppress cost figures. Rather 
it is our intention to make them public if at all possible. However, in doing so, 
we must be guided by the necessity to protect the interests of the United States. 


We insist that, from our viewpoint, there are international aspects which must 
be taken into account. 
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We appreciate very much your suggestion regarding the metallurgical opera- 
tions at Nicaro. As you know, the operation in its entirety, necessarily including 
metallurgy as one aspect, is under examination. 

Let me add that your provocative comment about the American metal market 
article led me to read it again. I feared that the General Services Administra- 
tion had been misquoted with respect to the expansion. The article, however, 
correctly points out that the execution of the decision to enlarge the plant is 
— to the availability of ore and an evaluation of the metallurgical process 
itself. 

In dealing with the expansion we have always stated that it depends upon 
these considerations and a third—namely, present and prospective requirements 
for nickel ; in effect, the national nickel balance sheet. 

Sincerely -yours, 


Senator Capruart. Mr. Mansure, what is Mr. Solow’s chief com- 
plaint against the nickel operation ? 

Does he complain that the Government should not be mining nickel 
in Cuba or does he claim there is fraud in the operation of the mine? 

Mr. Mansure. I have asked him that specific question. He will not 
eee We do not know what it is. He does not claim that there is 

raud. 

He just makes general charges that the whole operation is ineffi- 
cient, will never be efficient, and is no good. We don’t know whether 
he represents other interests that want to get control of the operation 
or not. We can’t find out what his interest to it is. His questioning 
on everyone that I would go to outside of our agency was to try to get 
something derogatory about GSA operation. 

Senator Carenart. Is he an expert on nickel ? 

Mr. Mansvre. No, sir. 

Senator Carenart. What is his background? 

Mr. Mansvre. A writer. His background—during the twenties 
and thirties he had a rather questionable background, as to his feelings 
toward our philosophy of government. 

Senator (asamatles I know nothing about that. We are trying to 
get the facts here. 

As the chairman said in his opening statement, this committee has 
jurisdiction over the defense production and this is defense produc- 
tion. The other charges in this article that have to do with general 
charges on your part of mismanagement and Chicago politicians and 
all that sort of thing, we don’t have jurisdiction over but we do have 
jurisdiction over this nickel business. 

Mr. Mansure. I was not able to find out whether the author had 
ever been to Nicaro. I am told he has never been there. I do not 
know. 

Chairman Brown. Isn’t it true that the Government takes long 
chances on all critical materials besides nickel ? 

Mr. Mansvre. We certainly do. We have to from the standpoint 
of the security of the country, particularly any of the critical materials 
that come from outside of the United States. 

Chairman Brown. If we did not have this plant in Cuba where 
would we be in nickel ? 

Mr. Mansvure. We would be at the mercy of a few producers, practi- 
cally one. 

Senator Capenart. There is not any question but what International 
Nickel produces 80 percent of the nickel; that the only nickel of any 
consequence is in Canada; and that there is very, very little in the 
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United States. We have been through this whole thing on this com- 
mittee for years. 

Mr. Mansvre. You are fully cognizant of our operations. 

Senator Caprnart. This committee had many meetings in the execn- 
tive session on whether we would or would not develop nickel in Cuba. 
The record will show that the committee in every instance recom- 
mended that we ought to try to produce nickel in Cuba, that we ought 
to try to find nickel in other parts of the world, that we ought to try 
to find nickel in the United States, because we do not like the idea that 
we are dependent upon a foreign country for our nickel and that there 
is only one major producer of nickel. I don’t know personally whether 
this Cuban operation has been successful or not, whether there has 
been graft or misconduct. 

Mr. Mansvure. I can assure you that there has not been. 

Senator CarpeHartr. For my own part I do not know. This gentle- 
man writes this critical article of the whole operation without being 
too specific as to what it is. 

One charge is that you bought a couple of cranes and paid a higher 

rice than the low bid. You have explained that, that the cranes you 
nought were not the same specifications as the two cranes that were 
quoted at $185,000. I don’t know whether that is true or it is not. I 
will take your word for it. 

Mr. Mansvre. We can document all of that. 

Senator Carenart. I am not trying to take sides on this question. 
I know the chairman is not and the other members of the committee 
are not. Wedo have jurisdiction over this matter. We do have some 
responsibility as a committee because we have recommended in the past 
that we, the Government, spend this money in Cuba and try to develop 
this nickel, because that has been very, very short. It has been testi- 
fied here already that the stockpile is short of its needs. That in itself 
is indicative that we ought to try to get nickel from some place. We 
have even been in conferences, this committee in executive session with 
the International Nickel people trying to work out ways and means of 
getting a better distribution of the existing supply of nickel to existing 
users. 

Chairman Brown. The expansion program was brought to this 
committee before they undertook to expand the program. 

Senator CarrHart. It was not here in 1942 so I can’t speak about 
that. It was certainly brought to us in 1950 and it was continuously 
brought to us from time to time. 

Mr. Exxiorr. It was brought to you in 1953 when the expansion 
started. 

Senator Cargnart. The decision to try to mine the ore in Cuba 
itself, this committee has to share along with you gentlemen. We can’t 
share any details of operation because we had nothing to do with it 
and we knew nothing about it. I did not even kriow that Merritt- 
Snare—whatever they are here perhaps—Merritt-Chapman were in it. 
There is no reason why I should. I didn’t know that. I don’t know 
anything new, I had forgotten even that National Lead was operat- 
ing It. 

I thought maybe you had some good Chicago Republicans in GSA. 
I was hopeful you did. I was hopeful maybe I could get some good 
Indiana Republicans and maybe help Congressman Brown get some 
good Georgia Democrats, get some jobs for them. 
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Mr. Mansure. Sometime it would be very helpful if the committee 
or a delegation from the committee would review this operation. You 
would understand what is involved in it much better if you could see 
it. You just can’t conceive of the magnitude of it. 

Senator Capenart. We have been invited 2 or 3 times to visit. 
Some of the committees did go down. 

Chairman Brown. Off the record. 

( Discussion off the record.) 

Senator Capenart. I think a trip was arranged once and I was go- 
ing to go. Something happened and I did not go. 

Mr. Mansvre. | would like to state our position on this in two tele- 
grams I sent to the President on my way back from the coast to the 
regions in from Denver. The first one-is on July 25. 

August issue of Fortune magazine not yet available here so can only comment 
on wire services excerpts. Those I have seen are entirely unfounded and I wel- 
come the most searching inquiry as we are very proud of our operations in 
GSA and can justify every action, contract, and procedure. There is no mess in 
GSA and we have nothing to conceal. 

In the meantime I had obtained a copy of the publication and the 
next morning I sent this telegram. This is July 26. 

Have now read Fortune article on GSA. It is not only completely irrespon- 
sible but totally ignores the truth. I welcome the opportunity to testify under 
oath as to the true facts and expose the prejudiced, petty thinking behind such 
an obvious smear tirade. The character assassination of so many by inference 
by one of the past reputation of the author is incredible. We are neither naive 
nor stupid and you can be assured that nothing has been done but will lend 
credit to the administration. Our accomplishments speak for themselves. The 
confidence you have placed in me has not and will not be betrayed. 

Chairman Brown. Who is that from? 

Mr. Mansvure. From me to the President. The two telegrams on 
July 25 and 26, and we stand right on those telegrams. 

Senator Capemart. Mr. Chairman, I ask unanimous consent to make 
a part of the record at this point, the Fortune article. 

Chairman Brown. Granted. 

(The document referred to is as follows :) 


[From Fortune, August 1955] 


The big General Services Administration has long needed a big cleanup. But 
GSA is still in the same sort of mess it was in when the Republicans took over. 
The main ingredients: Favoritism, factionalism, sloppiness, and waste 


GSA: WASHINGTON’s Most DURABLE MESS 
(By Herbert Solow) 


Three years ago the Republican Party asked a chance to “clean up the mess in 
Washington.” One aspect of the mess was the giant General Services Admin- 
istration, purchasing agent and property manager for much of the United States 
Government. GSA’s 25,686 employees buy, sell, construct, rent, lease, maintain, 
design, research, mine, manufacture, transport, store, and otherwise service 
most Federal agencies outside the Pentagon (and in some respects the millitary, 
too). GSA holds almost $9 billion in land, buildings, automobiles, clerical sup- 
plies, and other physical assets ($4 billion more than General Motors’ assets). 
Its purchases in fiscal 1954 came to $1 billion. GSA is, in effect, a vast, diver- 
sified commercial-industrial corporation in the Government, and its operations 
touch thousands of enterprises outside the Government. And GSA is in just 
as much of a mess today as it was in 1952. 

The irony of this situation is not confined to the fact that the Republicans 
campaigned against messes. The mess that Truman left behind in GSA was 
especially susceptible to a businessman’s cleanup, and the Eisenhower admin- 
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istration is full of businessmen. To enrich the irony, the very conception of 
GSA as a consolidated service agency was Republican in origin, for Public Law 
152, which created GSA out of several older agencies in 1949, was adopted on the 
recommendation of the first Hoover Commission. 

The GSA mess arises mainly from messy appointments. True, Truman’s 
appointee as Administrator, Jess Larson, an Oklahoma politician, has given way 
to Eisenhower's, an Illinois politician named Edmund F. Mansure. But this has 
brought no benefit to GSA. Nor has there been any net improvement in the 
echelon just below the Administrator. In short, the Hoover idea of GSA has 
never had a fair test. 

The new Administrator claims there have been improvements in GSA. Mr. 
Mansure personally examines travel requisitions of his Washington staff, he 
encourages removing clips from wastepaper, to limit phone talks, he has put 
3-minute egg timers on subordinates’ desks. There are weightier changes, too. 
Among them are a promising scheme for lease-purchase of Federal office space, 
the contracting to private industry of some property-management services, and 
simplified accounting. It is, in short, hardly possible to employ 25,686 people 
in so diversified an operation as GSA and fail to produce islands of positive 
achievement. 

The mainland of GSA is, nevertheless, the most durable mess in Washing- 
ton. It would take a congressional investigation to light up the whole of it, but 
this article aims to illuminate a number of corners. The story involves great 
United States corporations and marginal operators; Oriental swindlers, and 
Caribbean grafters; Chicago politicians; Washington influence-peddlers and 
fixers; Republicans and Democrats, and, above all, time serving bureaucrats who 
are neither Republicans nor Democrats, nor yet honest mavericks, but just job- 
holders, glowing with contempt for the United States taxpayer. Happily, the 
cast also includes some honest, capable, GSA employees, men harried, half under- 
ground, and hoping for better days. 

If better days are to come, they will come only when the White House decides 
to clean up GSA. As of mid-July, the White House was quietly looking into 
GSA. Should it look hard enough, GSA might have a new Administrator before 
this article appears. In that event, this article may serve as explanation of a 
long overdue reform—and as a report on what a new Administrator would be up 

gainst. 

AN EXPENSIVE REPUTATION 


Fifty-four-year-old Ed Mansure, the first Republican Administrator of GSA, 
speaks of himself as a businessman. He says that he made “considerable money” 
in Chicago “and so I have a rather expensive reputation.”” Nobody has chal- 
lenged his financial integrity. Superficially, Mansure seems to be a_ public- 
spirited citizen on a self-sacrificing tour of Washington duty, with plans for early 
return to his home State and an industrial career. But he has burned some 
bridges behind him. Two years before Mansure went to Washington in April 
1953, he had sold his business. Soon after his appointment to GSA, he disposed 
of his residence in plush, placid Libertyville near Chicago, home of Adlai Steven- 
son and of many Republican businessmen. Mansure is in politics whole- 
heartedly, and, if he can manage it, permanently. 

Mansure actually was as much in politics as in business even before coming 
to Washington. True, he did preside over a $5-million-a-year upholstery and 
drapery-trim manufacturing enterprise inherited from his father. But from 
the time he graduated from. Chicago’s Kent College of Law, Mansure gave much 
time to the gamy politics of his native Cook County. He managed several local 
Republican campaigns and in 1937 became the party’s State treasurer. He held 
posts on three State boards, to one of which he was appointed by Governor Steven- 
son, his neighbor across the road, and he was busy in the Illinois Manufacturers 
Association, Red Cross, the Chicago Crime Commission, and similar bodies. He 
backed Stassen for the Presidency in 1948 and joined Chicago’s Citizens for 
Eisenhower before the 1952 convention. 

Mansure says that he puts merit above party ties, and he has, in fact, not fired 
a single one of GSA’s holdover bureaucrats, either for cause (which abounds in 
GSA) or at pleasure (and he has this option in a number of important cases). 
Defining practical politics as “just back scratching,” he speaks with contempt 
of “civic do-gooders,” characterizing their code as “hypocrisy.” 

Among Republican Mansure’s cronies are “practical politicians” of both 
parties, including the no-do-gooder variety. He praises Jess Larson, his Demo- 
cratic predecessor as GSA boss. Larson was associated in an oil deal with the 
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influence-peddler, Frank Nathan, one of the most memorable witnesses turned 
up by the King committee investigation (1951-52) of income-tax scandals. But 
Mansure says that when he took GSA over, he sought out Larson for his views 
on personnel and operations. Soon after came the indignant resignation of 
GSA’s Deputy Administrator Russell Forbes, a nationally recognized expert in 
public procurement and related matters, who had helped Hoover to conceive 
the GSA and who, after leaving GSA, was associated with the second Hoover 
Commission. Only one high-echelon GSA job has been given to a Republican 
since Mansure came in—and that was at the instance of the White House. 

“Ed Mansure,” says a long-time Libertyville neighbor, whom Mansure cites 
as a character reference, “could easily get over his head in very shallow water.” 
The explanation of the GSA mess is not so simple, however. For Mansure has 
the guidance of a highly experienced Chicago politician, the man who got him 
his job. This man is William J. Balmer, of Chicago. In the words of a mutual 
acquaintance who has discussed GSA business with both men, Balmer “has 
Mr. GSA in his pocket. Whenever Balmer walks in, Mr. GSA bows.” Says 
Mansure: “Balmer is a king and holds court.” 


THE SILVER FOX 


William J. Balmer, who got Mansure his job, is the boss of the 17th ward 
Republican organization and vice chairman of the Cook County executive 
committee of the Republican Party. In political clubrooms and in the Loop’s 
Bismarck Hotel, where he can sometimes be run to earth, 63-year-old Balmer is 
known, only in part because of his white hair, as the Silver Fox. 

Balmer says he has been in politics “ever since I can remember.” He man- 
aged “Big Bill” Thompson’s second mayoralty campaign, was a commissioner in 
Big Bill’s administration, perhaps the most corrupt in Chicago’s fabulous his- 
tory. During the war Balmer was much in Washington. Mansure says that 
at that time Balmer had “access to the White House.” One of Balmer’s main 
activities was wangling Government orders to permit the production of civilian 
items barred by general regulations. Balmer says he believes in doing things 
for Government employees who are helpful in getting contracts and who later 
“look at you, thinking ‘he made all that “dough” out of me’.” He gets them 
hotel reservations, he says. 

Mansure calls Balmer a “business consultant.” Some others call him a 
troubleshooter, especially for people who, under Illinois law, must argue with an 
elected tax assessor about how much personal-property tax they shall pay. 
According to Mansure, Internal Revenue has investigated Balmer, “but has never 
found anything.” “On finances, Balmer is one of the closest mouthed persons 
I ever knew,” says Mansure. “He has two accountants and he doesn’t let one 
know what the other knows.” He has been sued often by individuals, by a hotel, 
a bank, and the telephone company, for amounts from $30 to $5,500. 

Mansure and Balmer have been acquainted since the fhirties, intimately 
acquainted since the 1950 county campaign. Mansure regards Balmer as a politi- 
cal genius. He once brought together Balmer and Edward Ryerson, a top Illinois 
businessman (Inland Steel), civic leader, and Republican stalwart. Says Man- 
sure: “It was cat and dog.” Mansure says that, for Ryerson, Balmer is “ a moral 
question.” But not for Mansure. “Without reservations,” he says, “I admire 
Bill Balmer as a friend. I wish we had a dozen Bill Balmers in Chicago.” Bal- 
mer often visits Mansure in Washington. Mansure’s appointments to second- 
level GSA jobs are mostly Chicago Republicans close to Balmer. 

Even before Mansure was publicly named for his job, it was being said in 
Chicago that henceforth Balmer would influence GSA contracting. And Mansure 
admits that Balmer has talked with him about GSA contracts. Among the in- 
stances that he says he can remember is the effort of a Moline, IIll., architect to 
get a GSA contract for a Rock Island, IIl., project, and the effort of a Milwaukee 
building material manufacturer to sell his product to GSA. 

Not all Balmer proteges get the deals they seek, but the Paint Products Corp., 
of Elgin, IIL, is one that did. Through a friend, the company got in touch with 
Ed Moore, who is Balmer’s partner in an insurance brokerage buSiness. Moore 
is chairman of the GOP’s Cook County Central Committee. Through Moore and 
Balmer, Paint Products met John Skeen, director of the Chicago regional office 
of GSA. In the words of A. W. Johnson, president of Paint Products, the com- 
te got going through Mr. Balmer and Mr. Moore.” They sold paint 
to GSA. 
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“a BYPRODUCT” 


With a nice sense of timing, Balmer & Moore registered in Illinois as insurance 
brokers in May 1954. Mansure had just set in motion a process that was to make 
available a good piece of insurance brokerage. For a projected $40 million 
overseas construction job, there was to be chosen a subcontractor who would 
have to buy a workmen’s compensation policy. Now, thanks to Mansure, two- 
thirds of the brokerage fee is to go to Balmer & Moore. The contractor, hired 
90 days after Balmer & Moore became registered brokers, is Snare-Merritt, now 
expanding the capacity of GSA’s Nicaro nickel plant in Cuba. After all 
premiums are paid, the Nicaro commission of Balmer & Moore will be about 
$44,000. (The other one-third is to go to a Cuban broker who is actually to do 
the technical work on the policy.) 

Mansure admits that Balmer discussed Nicaro insurance with him. And 
Balmer sent to Mansure one Erwin Shafer, a Balmer & Moore employee, whom 
Mansure in turn sent to his Nicaro operating officer. Later the agent revisited 
Mansure, finally telling him that “things” looked “‘pretty good.” So they were. 
“Insurance,” Mansure says, “‘is a byproduct of politics.” 

Balmer has also been interested in Government surplus. For one set of surplus 
deals, a group of men including Balmer are now defendants in Federal court in 
Chicago in a $400,000 fraud suit. The statute of limitations has run on criminal 
prosecution, but a civil action was brought last December by the Justice Depart- 
ment. In 1946, according to the complaint, the defendants induced veterans to 
permit use of their names so that Balmer and the others could fraudulently pur- 
chase unused trucks and other then scarce and much-sought items. Some of the 
defendants’ agents, according to the United States attorney, were ex-convicts, one 
a counterfeiter. And when some of the veterans wanted to pull out of the scheme, 
they were threatened with violence. 


“a SHAME” 


At the moment the case is pending, and Balmer is trying to negotiate a cheap 
settlement. Balmer says that the alleged facts were known to the Government 
when the Democrats were in power. As he sees it, the Democrats’ failure to 
act shows that the present prosecution is political. He blames Senator Everett 
Dirksen of Illinois, an old opponent, for the action begun by United States At- 
torney Robert Tieken. But Tieken is an Ike appointee drawn by Attorney General 
Brownell! from a top Chicago law firm—wWinston, Black & Towner. 

Balmer’s friend Mansure has interested himself in the case. He echoes 
Balmer’s arguments and has asked the prosecutor not to press the suit, which he 
has characterized as “a shame.” 

Of Mansure’s friend and sponsor Balmer, more later. Let us now take a look 
at some GSA operations with which, so far as Fortune knows, Balmer has no 
connection. None of these involves a spectacular sum of money. Taken together, 


a 


however, they suggest the scope of the GSA mission and of the GSA mess. 





FROM LARAMIE TO THAILAND 


1. In March 1954 GSA began to dispose of a surplus experimental alumina 
plant built during the war at Laramie, Wyo., at a cost of almost $5 million. The 
procedure has been protracted over 16 weary months. The initial range of bid- 
ding was set inordinately low by poor business tactics. GSA at first called for 
bids and got three. It took none. Later, after 10 weeks of negotiating ex- 
clusively with Monolith Portland Midwest Company of Los Angeles, Calif., GSA 
contemplated selling to them for $1,110,000. When GSA informed one of the 
other original bidders, Ideal Cement Company of Denver, that its bid was to 
be rejected, Ideal raised to $1,200,000. GSA decided to take this bid. Then a 
congressional subcommittee, under Democrat Jack Brooks of Texas investigated, 
and last spring it asked Mansure to call for new bids. Reluctantly, he did so. 
Ideal offered $1,373,000 and apparently will get the property. But whatever 
happens, it is clear that GSA can get at least $173,000 more for the plant than it 
was ready to take before Brooks’ committee acted. 

2. The Brooks committee is also looking into GSA’s handling of a piece of land 
near Seattle, Wash., which was condemned by the Government during World 
War II. According to GSA, it had a verbal unuderstanding with the former 
owners to sell back to them. In June 1954 Standard Oil of California asked 
GSA’s permission to prospect on this land for oil. GSA refused. The reason 
given for denying the taxpayers a possible windfall is a high point in bureau- 
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cratic willfulness: to allow oil prospecting might disturb GSA’s appraisal of the 
land. 

3. In January 1954 just before the Democrats took over the House, a Republican 
subcommittee issued a little-noticed report about four GSA tungsten develop- 
mental contracts given to mining companies in Thailland. Written in Larson’s 
time, three contracts were still operational under Mansure. After the market 
price of tungsten began a sharp decline, the Thai contractors delivered ore that 
they had bought from lower cost operators, rather than ore mined by them- 
selves. This fraud ran over $1 million, and the committee headed by Repre- 
sentative Charles Brownson, Republican, of Indiana, condemned the improper 
administering and policing, as well as the ambiguous language of the contracts. 

4. There was a $360,000 loss of critical stockpile material in an unsafe ware- 
house that burned up in May 1953. With several sets of GSA inspectors at cross- 
purposes, the material was destroyed just as some of the inspectors had pre- 
dicted it would be. In GSA there is internal argument over the blame but the 
neglect is admitted. 

SLOW AND SLOPPY 


Now let us consider some broad criticisms originating in other parts of the 
Government. 

1. Government agencies required to make certain purchases through GSA 
complain of slow service. In fact, the gap between GSA’s receipt of an order 
for goods supposedly in stock and the date of delivery to the customer agency 
averages 2 weeks—3 times what GSA calls its norm. GSA has never got around 
to performing for the Veterans’ Administration the procurement services that 
are part of its legal mission. 

2. Although GSA is supposed to handle real property disposal, President 
Eisenhower felt compelled in December 1953 to create a special surplus real 
property disposal project, attached to the Budget Bureau, to stimulate and ac- 
celerate GSA’s disposal work. But that work continues to drag. Until a few 
months ago the Washington office of GSA did not even possess a full list of 
GSA’s disposable real estate. 

3. The inventory records of the critical materials stockpile are not entrusted 
to GSA’s emergency procurement service, the stockpile operator, but to the 
Comptroller of GSA. Commissioner A. J. Walsh of EPS says he has trouble 
getting information he needs for operating purposes. He also says that the 
Comptroller’s recordkeeping staff is grossly inflated. In any case, nobody really 
knows what is in the $4.9 billion stockpile, as distinguished from what some in- 
yoices say is there, and Congress has called for a checkup. 

4. Bidding procedures are often strange, as in the Laramie alumina case. At 
a recent House committee hearing, Representative Porter Hardy, Jr., Democrat 
of Virginia, proposed studying GSA’s general practice of submitting invitations 
for bids which are not invitations for bids, but are merely invitations to become 
eligible to negotiate. Others have also criticized these procedures. 

5. When the second Hoover Commission and its task forces studied GSA, they 
praised its records management job, but found fault with almost every other 
operation they examined. Here are a few Hoover complaints: “Instead of cre- 
ating one centralized, coordinated traffic organization * * * GSA superimposed 
upon the already confused situation still another traffic agency * * *. Those 
regulations on real property management which have been issued by GSA are 
not applied by other executive agencies * * *. There has been no adequate 
inventory of the stockpile * * *. GSA does not provide adequate centralized 
direction and control in the management of Government-owned and leased real 
property used by executive agencies * * *. The potential economies and effi- 
ciencies * * * have not been realized.” 


THE NICKEL FIASCO 


Perhaps GSA’s messiest single mess is Nicaro nickel. Nicaro is a United 
States Government-owned nickel refinery built in the Cuban jungle during World 
War II and shut down in 1947. Previous Fortune articles (April and June 
1952; June 1953) have told how the reactivation of the Nicaro plant was botched 
by GSA in Jess Larson’s time. For political reasons, it may be recalled, Larson 
chose as manager of the plant a Dutch company, Billiton, totally inexperienced 
in nickel production. The purpose was to please Robert Butler, then Am- 
bassador to Cuba, a notable Democratic fund-raiser. Butler, in turn, was 
anxious to please some Cubans (including a notorious grafter) who wanted 
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to elbow their way into the Nicaro project. This elbowing Billiton was willing 
to accept, but otherwise Billiton did so badly with Nicaro that Larson was com- 
pelled to force them out. Thereupon the National Lead Co. took control, the 
Cubans remaining as junior partners with increased influence. 

So much for Nicaro in Larson’s day. Mansure’s record is no better—and he is 
responsible for all major decisions on Nicaro. 

Production has never reached the level called for in the manager's contract 
with GSA. Even with nickel at a record price level, GSA—the Hoover Com- 
mission has noted—loses money at Nicaro. Efficiency, as measured by unit costs 
and the rate of metal recovery, has lately declined. A promised byproduct, 
cobalt, has never been produced. 

What is more, the whole arrangement is probably illegal. For Congress, as 
}SA’s general counsel, Maxwell Elliott, has told Mansure, gave GSA no au- 
thority to run a nickel plant beyond a trial period that ended more than 2 years 
ago. Mansure says Nicaro’s legal status “is in a friendly tangle.” 

Despite all this, GSA began almost 3 years ago to prepare to expand Nicaro by 
75 percent at a minimum cost of $40 million, thus boosting the direct investment 
of the Government in the risky nickel business to a total that may approach 
$100 million. The excuse is the severe nickel shortage. 

The expansion has been wretchedly bungled. It was not undertaken directly 
by GSA through operating subcontractors, but by National Lead as a supervisory 
contractor for GSA. National Lead then let subcontracts to the operating 
architect-engineer and the operating constructor. In order to super-supervise its 
supervisor, GSA has retained a metallurgical-engineering consultant, Singmaster 
& Breyer, at a monthly fee of $3,500. 


EXPANDING THE FIASCO 


The company that actually does the building is a 50-50 partnership known as 
Snare-Merritt Co. Mansure explains that he felt “there should be two con- 
structors for this big job.” Actually, this job is smaller than the pioneering 
wartime job of building Nicaro, which was well handled by a single company. 
That company was Frederick Snare Corp., famous in Cuba for over 50 years as 
an American constructor. Now it is the Snare of Snare-Merritt. 

The Merritt of Snare-Merritt is Merritt-Chapman & Scott, whose previous 
Cuban venture, a 1952 water-supply project, ended in a lawsuit. The boss of 
Merritt is Louis Wolfson, antagonist of Sewell Avery and manipulator of Capital 
Transit. At best, Merritt was superfluous. To elbow its way in, it got the help 
of National Lead. National Lead’s main product is paint material and Merritt's 
subsidiary, Devoe & Raynolds, makes paint. National Lead pressed Merritt’s 
‘ause with Mansure. 

So, by the way, did Secretary of Air Harold Talbott. Says Talbott: “I met 
Louis Wolfson in 1948 when I was chairman of the Republican Finance Com- 
mittee.” Talbott was also a major Republican money-raiser in 1952, but says he 
never heard of Wolfson in that campaign. He says that when he backed Merritt, 
with Mansure, it was “casual, at a dinner party.” 

Merritt had another avenue to Mansure. For Lewis M. Schott, Merriit’s execu- 
tive vice president for administration, knows Bill Balmer, Schott used Balmer, 
who is experienced in this sort of thing in the political field, to solicit proxies in 
Wolfson’s unsuccessful fight for control of Montgomery Ward. Knowing that 
Balmer was a friend of Mansure, Schott discussed with him the contract for 
Nicaro. Balmer in turn discussed it with Mansure. The discussion, says 
Mansure, was “casual, at a dinner party.” 

Dining out is a well-know feature of Washington life, of course, and what with 
one thing and another, Mansure decided that Merritt should get 50 percent of 
the Nicaro deal. Snare glumly took what was left. The fee to Snare-Merritt is 
$1 million. 

The deal has not been good for the taxpayer. Snare has staffed the top of the 
on-site operation with men experienced in Cuban and in Niecaro operations. But 
the purchasing side of Snare-Merritt has been increasingly dominated by Merritt. 
with the backing of National Lead and the blessing of GSA. Interestingly 
enough, more than $300,000 worth of material has been bought by Snare-Merritt 
from subsidiaries of Merritt-Chapman & Scott and of National Lead. 
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SLOW AND HIGH 


At least one contract, for big cranes, did not go to the low bidder but to 
Marion Power Shovel, a Merritt-Chapman & Scott subsidiary. Marion, which 
bid $230,800 and offered 2-week delivery, prevailed over a Baldwin-Lima-Hamil- 
ton distributor, who offered 3-week delivery but asked only $185,000. Marion 
delivered 1 crane 4 weeks late by dint of using a rebuilt motor instead of a 
new motor as originally called for. Delivery of the second crane has been 
even more seriously delayed. 

Delays have been heaped upon delays. It took GSA almost 5 months to name 
National Lead as its prime contractor. National Lead consumed 3 months in 
coming to its curious choice of a Snare-Merritt partnership. At first this delay 
was ignored by GSA, though it constituted a breach of contract, then it was 
forgiven. There have been other delays: In starting a program of workers’ 
housing ; in completing a construction-program forecast; in completing engineer- 
ing design (a job let out to H. K. Ferguson Co., a subsidiary of Morrison-Knud- 
sen). After one-fourth of the 2-year contractual time period, only about one- 
sixteenth of Nicaro’s expansion had been done, as measured by payments made. 
It seems impossible that the job will be finished on the date set as a target in 
the contract—unless the estimated cost of $40 million is grossly overrun by crash 
steps. Already there has been an overrun of almost $500,000 in engineering 
costs—25 percent. 


HOW GSA GOT THAT WAY 


The origins of GSA’s many messes go back to the first Truman administration. 
In 1947 Jess Larson, later to be Truman’s GSA Administrator, was General 
Counsel of the War Assets Administration, later to be dumped into GSA. WAA 
was headed by Maj. Gen. Robert M. Littlejohn, who had won high praise as 
Hisenhower’s top quartermaster in the European theater. But WAA was a busi- 
nessman’s job, not a general’s. In 1947, a congressional investigation com- 
mittee headed by Ross Risley (since appointed to the chairmanship of the Civil 
Aeronautics Board by President Eisenhower) took a look at Littlejohn’s WAA. 
Here are some of its findings: 

Slow disposal, small money return, inadequate control of regional offices, un- 
believable conditions of bad organization, improper accounting, deceptive re- 
porting, possible fraud, failure to inventory millions of dollars worth of desirable 
surplus property, loss of much inventoried property, inaccurate and misleading 
sales figures, the loss of quantities of sales documents, countrywide violation of 
prescribed procedures, repeated promotions of individuals who made serious 
mistakes. “The amount in money,” the committee concluded, “which this ad- 
ministrative failure has cost the taxpayer is inestimable, but it is certainly 
enormous.’ A White House aid of the period (Truman’s) summed things up: 
“Littlejohn did a messy job.” 

Eventually, Littlejohn quit and Larson took his place. The Risley committee 
sent material to the Department of Justice for study of possible criminal or civil 
action against people involved in frauds. The Department never took any 
action—for reason that will be related below. And Larson left the WAA per- 
sonnel undisturbed. 

WAA FOREVER 


Many of the WAA bureaucrats had been the first castoffs of the war agencies 
in 1945-46. Yet many of them, because WAA at its birth had a problem of 
quick staffing, were given high grades and salaries. And in 1949 they were 
taken into GSA with full civil-service rights when Congress dumped WAA into 
the new GSA for liquidation and Truman made Larson GSA’s first Administra- 
tor. Personnel of the other agencies merged into GSA remained largely on the 
operating level, but the WAA refugees moved into the new agency’s vacuum— 
central staff positions and regional directorships. 

Today, 7 of the 10 regional directors of GSA are ex-WAA men. So are all but 
1 of GSA’s 4 staff office chiefs. So are many of their top aides: a couple of 
second-echelon men in public buildings ; the assistant general counsel in charge of 
real property management and disposal activity. So are almost all the GSA 
people ever involved in the Nicaro fiasco. So is Mansure’s confidential secretary, 
who used to be Larson’s confidential secretary. 

So is GSA’s No. 2 man, Assistant Administrator Almon E, Snyder. When 
Larson was Administrator, Snyder was his office assistant. He was close to 
influence-peddler Nathan, who testified that he brought occasional delicatessen 
lunches to Snyder’s office. Mansure recently promoted Snyder to be his Assistant 
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Administrator at a salary of $14,800. “When I’m away,” says Mansure, “Snyder 
has the authority to sign documents for me; he knows my thinking. i 

Within GSA there has been some courageous, but on the whole ineffective, 
opposition to the WAA crowd controlling most of the staff and regional offices. 
It has come from the chiefs of GSA’s four main operating divisions. 

All the operating chiefs, when Mansure took over GSA, were old hands who 
had been legislated into GSA; three Commissioners—A. J. Walsh (Emergency 
Procurement, the stockpile), W. E. Reynolds (Public Buildings), Clifton E. Mack 
(Federal Supply Service)—and Dr. Wayne C. Grover, the National Archivist. 


NINETY-DAY REVOLT 


All these men took part in an abortive revolt against the staff clique, during a 
strange interregnum of 90 days between the departure from the Administrator's 
oftice of Democrat Larson, in January 1953 and the arrival, with spring, of 
Republican Mansure. The revolt was invited by the man who served during 
those 90 days as Acting Administrator—Russell Forbes, the first GSA Deputy 
Administrator, the man who had helped the first Hoover Commission to conceive 
GSA, and a conscientious public servant. 

When Larson left, Forbes offered the Commissioners their first opportunity to 
register their critiques. He set up a committee on the cost of staff services 
headed by the National Archivist. The report described GSA as being in “a 
situation where everybody is boss, nobody can be held responsible, and our 
chief central office characteristics are friction, confusion, paperwork, and delay. 
{Operations are] continuously hampered * * *. In the field, we encourage 
lexpensive personnel] to engage needlessly in the make-work manufacture of 
‘administration’ to the tune of several hundred thousand dollars a year * * *. 
If the recommendations in this report are adopted, annual savings would run 
to nearly $2 million as a minimum.” 

Forbes did not subscribe to all expressions of the Grover committee report, 
finding some of them extreme. But Forbes was anxious to cut the GSA budget 
and economize wherever possible, and he welcomed the report’s general line. 

The WAA clique took alarm and leaked copies of the report—supposedly for 
the Washington brass only—to regional directors. One copy turned up in the 
Chicago regional office. At that time Mansure, with his high hopes of getting the 
Administrator’s job, was dropping in there regularly. John Skeen, ex-WAA and 
the man who later was to be helpful to Balmer’s friends, Paint Products Corp., of 
Elgin, was then—and is now—-Chicago’s regional director. In the Chicago office 
Mansure saw the Grover committee report. He also heard it denounced. 





LARSON’S FRIEND 


When Mansure shortly thereafter arrived in Washington, to take over GSA, 
he addressed the agency’s top-echelon men, both staff and operating. He was, he 
said, a personal friend of Larson. He made it clear that there would be no 
further encouragement of the type of criticism expressed recently by the operat- 
ing chiefs. “I take full responsibility for shelving it,” says Mansure of the 
Grover report. And he bore down on the operating chiefs and Deputy Adminis- 
trator Forbes. . 

Mansure so chastened Dr. Grover that even today the National Archivist will 
not discuss the episodes of the interregnum beyond saying that some people 
did not view his report as constructive. If Commissioner Mack’s Federal supply 
operation is fairly effective, the main reason is the close relationship between 
Mack and his fieldmen dating back to Treasury days. Mack manages to com- 
municate with them out of channels, evading the regional directors, but Mansure 
now campaigns against “evening telephone calls” and similar desperate operat- 
ing methods. Though Commissioner Walsh ostensibly has 700 stockpile em- 
ployees under him, most of them have been put under the thumb of the staff 
clique in the central staff offices or in the regional offices. Commissioner of Pub- 
lic Buildings Reynolds took a pounding from the WAA clique, retired, and went 
to work for Webb & Knapp. 

The successor to Reynolds as Commissioner of Public Buildings is Peter 
Strobel, a distinguished New York engineer who took the job on the urging of 


1Intimate as they are, Mr. Snyder and Mr. Mansure do have one disagreement. GSA is 
housed in a building that was formerly the headquarters of the Interior Department, and 
Mansure’s office once belonged to Secretary Albert B. Fall. Mansure sometimes startles 
visitors by saying that it was in this very room that the Teapot Dome plot was hatched. 
Snyder, next door, genially says that it was in his room. 
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the White House and at considerable financial sacrifice. Strobel is not happy 
with the GSA setup. For one thing, Mansure has decentralized most of the 
records of the Public Buildings Service. Strobel is largely ignorant of the actions 
of his fieldmen and the procedures they follow. He sometimes finds his efforts 
to control field operations impeded by Mansure’s personal control of travel 
authorizations. 

As for Deputy Administrator Forbes, who helped to father GSA, Mansure 
aimed to lift his administrative power. When Forbes, balked and disillusioned, 
Was asked by the second Hoover Commission to serve as a consultant in Novem- 
ber 19538, he quite GSA “with pleasure.” 


THE QUALITY OF JUSTICE 


So the old WAA people have been riding high all through Mansure’s regime. 
Though he slurs the loyalty of his operating chiefs (“they would still like to be the 
XYZ service instead of a division of GSA”), he defends and pampers the WAA 
clique. He pooh-poohs the Risley committee report that condemned them so 
seathingly. True, the Justice Department never took action as a result of the 
Risley committee’s suggestions, but when that has been said, how much has 
been said? 

The Justice Department, to which the Risley committee referred certain of its 
W AA findings for possible criminal or civil action, was the Justice Department of 
Attorney General (now Supreme Court Justice) Tom Clark. Here is part of 
the picture of that notorious Department as painted by a congressional investi- 
gating committee in 1952-53: Shockingly inefficient handling of contract fraud 
cases, acceptance by Department officials of favors from persons against whom 
they were supposed to be defending the Government’s interests, improper inter- 
ference with the work of a St. Louis grand jury “to an extent which merits grave 
censure. 

Responsibility for many of the conditions and events was charged to Assistant 
Attorney General Caudle. But the committee concluded that much of the blame 
properly belonged to his superiors. Among the superiors named as responsible 
was one Peyton Ford. From 1947 to 1951 Ford was Assistant Attorney General 
in the Civil Division, then the Chief Assistant Attorney General, and at times 
in 1950-51 Acting Attorney General. Peyton Ford is today the law partner of 
Jess Larson, who was WAA’s General Counsel when the Risley material was 
sent to the Department. 

No suit was brought. In the Justice Department today, there is in the central 
files no “closing-out” memorandum as required by departmental regulations, 
to show why no criminal suit was brought. The papers were, as explained last 
month by a Department spokesman, “just sent to the central files without ever 
being properly closed, either on a formal or informal basis.” The date of the 
pigeonholing was sometime in 1950, when Peyton Ford was the second man in 
the Department. And the criminal statute of limitations ran out in 1951. 

For Mansure, the whole matter is closed. He says he has read only a part 
of the Rizley committee report and none of the King committee hearings. “If 
there are any skeletons in the GSA closet,” says Mansure pleasantly, “I haven't 
looked for them, and you can quote me on that.” 

There remains the question, How did President Eisenhower ever get stuck with 
this Mansure? The answer goes back to the infighting before the Republican 
National Convention of 1952. 


GUNNER'S REWARD 


One of the many politicians, big and small, who worked for Wesley Roberts 
and Herbert Brownell, top Ike tacticians, was Bill Balmer, of Chicago. Balmer 
was what Roberts called his gunner, for the Illinois delegation, before and dur- 
ing the convention. It was understood that on the second ballot Balmer could 
help swing more than 20 Taft-pledged votes to Ike. In the event at Chicago, Ike 
won on the first ballot with Illinois going 59 to 1 for Taft, but Gunner Balmer 
was credited with a good preparatory performance. 

Right after the election, Balmer and Moore, using the letterhead of the Cook 
County Republican organization that they control, wrote to Brownell. In tones 
of familiarity, they asked for Mansure’s appointment to the GSA job. The let- 
ter was eventually forwarded to Sherman Adams, Eisenhower's chief of staff. 
Brownell, who as Attorney General has since fully supported the Chicago fraud 
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suit against Balmer, raised no warning flag. Adams was also the recipient of 
letters in Mansure’s favor that were forwarded by Roberts, who had become 
Republican National Chairman. Adams also received copies of favorable press 
articles, warm letters from businessmen and Congressmen, and an FBI field 
report that showed no blemish on the Mansure record. 

In Chicago there was some opposition to Mansure, whose intimacy with Balmer 
had come under observation at the national convention. It is said to have been 
led by Edward Ryerson, of Inland Steel, and R. Douglas Stuart, of Quaker 
Oats, the latter now Ambassador to Canada. Both these men are long-time 
acquaintances of Mansure. But, on balance, they made little impression. As a 
lawyer, private enterpriser, civic leader, and party stalwart, Mansure looked 
all right to Roberts, to Brownell, to Adams, and to the President. And Balmer, 
not yet hit by the fraud suit, was thought of by top Republicans as just another 
ward leader and preconvention “gunner”’—if anyone thought of him at all. 

Mansure got the GSA job. He had had it, as this article went to press, for 
27 months. How much longer he would have it was up to Mr. Eisenhower. 


Senator Caprnarr. Then I would like unanimous consent to be 
made a part of the record a series of letters taken from the files of 
GSA by our staff members that have to do with this and ask that the 
staff and the reporter be permitted to put them in order. 

Chairman Brown. They may be inserted. 

The telegrams you have there ought to be inserted in the record. 

Mr. Mansvure. Yes, sir. 

Chairman Brown. That will be inserted. 

(The document referred to is as follows :) 

GSA TELETYPE CENTER, 
Denver, Colo., July 25, 1955. 


The PRESIDENT, 
The White House: 

August issue Fortune magazine not yet available here so can only comment 
on wire services excerpts. Those I have seen are entirely unfounded and I 
welcome the most searching inquiry as we are very proud of our operations 
in GSA and can justify every action, contract, and procedure. There is no mess 
in GSA and we have nothing to conceal. 

EpMUND F.. MANSURE, 
Administrator, GSA. 


DENVER, CoLo., July 26, 1955. 
The PRESIDENT, 
The White House: 

Have now read Fortune article on GSA. It is not only completely irrespon- 
sible, but totally ignores the truth. I welcome the opportunity to testify under 
oath as to the true facts and expose the prejudiced, petty thinking behind such 
an obvious smear tirade. The character assassination of so many by inference 
by one of the past reputation of the author is incredible. We are neither naive 
nor stupid and you can be assured that nothing has been done but will lend 
credit to the Administration. Our accomplishments speak for themselves. The 
confidence you have placed in me has not and will not be betrayed. 

EpMUND F. MANSURE, 
Administrator, GSA. 


Senator Capenart. The letters I am about to hand you have to do 
with the contract made with National Lead to operate the mine and 
other correspondence with National Lead and then a series of cor- 
respondence, letters here between Mr. Solow, the author of the article, 
and the GSA and other correspondence, contracts, and docunents 
taken from the files of the GSA, and let me again say that I have not 
read them so I don’t know whether they are—— 

Chairman Brown. They will be inserted. 
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(The documents referred to are as follows :) 


CONTRACTS RELATING TO OPERATION AND EXPANSION OF NICARO 


JANUARY 15, 1951. 
MINING EQUIPMENT CorpP., | 
1270 Sivth Avenue, New York, N. Y. 


GENTLEMEN : Based upon the representations made in your proposal (including 
plan I at an annual estimated recovery of 31 million pounds of contained nickel 
in the form of nickel oxide) dated December 29, 1950, for the operation of 
the Nicaro Nickel Co. project in Nicaro, Oriente, Cuba, which proposal was 
tendered the Government in response to our letter offering of December 14, 1950, 
and for the purpose, among others, of developing experience adequate for deter- 
mining the proper terms and conditions for the lease or sale of the property, this 
letter of intent will serve to indicate that the parties hereto have agreed to such 
proposal substantially as presented, but modified as specifically herein set forth: 

1. Mining Equipment Corp. shall implement its proposal through the immediate 
formation of a corporation to be organized under the laws of the State of Dela- 
ware with the name of the Nickel Processing Corp. or some other similar name 
and cause such corporation, hereinafter termed “The Manager,” to affirm this 
letter of intent and enter into the subsequent formal agreement to carry out the 
intent hereof; the capital of such corporation shall be $300,000, fully paid in; 
the form of organization of such corporation and the stock ownership thereof 
to be subject to mutual agreement between General Services Administration and 
the Mining Equipment Corp. 

2. It is understood that the manager is obligating itself to proceed with the 
mining of ore and the production of the nickel oxide at the earliest possible 
moment and that the manager will act as the agent of the Government both with 
respect to such mining and such processing. It is further understood that the 
proposal adopted and agreed upon is “plan I plus plan II,” page 22, except that 
the Government is presently not committing itself to proceed with the cobalt 
features of that plan any further than the cobalt pilot plant and is reserving an 
option to elect to fully implement the cobalt features of that plan at a later date; 
and that upon the completion of the rehabilitation work contemplated under 
plan I, the manager will be in a position to immediately commence actual opera- 
tion of the facility. Also, it is understood that the work of the cobalt pilot plant 
and other laboratory tests of the Nicaro ore will be aggressively pursued to 
the end that the appropriate findings and production estimates can be proven 
at the earliest possible date. The Government on its part represents that it will 
undertake to secure all necessary priorities, both for the acceleration of the 
rehabilitation and the preparution for operation. 

8. This agreement is for a period of 5 years’ full operation as hereafter set 
forth; although you will act as an agent for the Government with respect to 
the mining of the ore and the operation of the facility, all persons managing 
and operating the facility and engaged in the mining operations or otherwise 
employed by you in this program shall be employed or retained by you as an 
independent contractor and shall not be employees of the Government for any 
purpose whatever; until otherwise modified by mutual agreement of the parties 
you will proceed with the operation on a basis equivalent in cost to an operation 
by you as an independent contractor for the Government charged with man- 
agement and operation (including maintenance) and the production of nickel 
oxide for the account of the Government without cost, expense, or profit to 
Mining Equipment Corp. or Nickel Processing Corp. and with compensation 
(including all charges for know-how) only in the form of the fees hereinafter 
set forth in paragraph 4. Title of all property acquired under the authority 
contained in this letter of intent, including the pilot plant, shall vest in the 
Government, and neither the manager nor any other person shall have afiy 
adverse right or title therein. This agreement and the operations under it are 
subject to cancellation by the Government as follows: 

(A) The appointment of a receiver for or an act of bankruptcy by the 
manager ; 

(B) Marked deficiency in the operation of the mine or the production of 
nickel oxide as related to the production estimate set forth in the December 
29, 1950, proposal ; 

(C) Suspension of operation by the manager for a substantial period of 
time (to be defined in a definitive contract between the parties hereto, but 
in no event to exceed 6 months) for any cause whatsoever, including force 
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majeure or other causes beyond the control of the parties hereto; provided 
that if this agreement and the operations hereunder are canceled by the 
Government under the provisions of this subsection 3 (c) there shall be a 
cancellation charge to be paid to you by the Government in an amount of 
money to be determined by mutual agreement of the parties; 

(D) Eleven months from the commencement of full operation under 
plan I the manager shall submit to the Government a proposal to lease the 
Plancor facilities. If a lease contract acceptable to the Government cannot 
be negotiated within 30 days from said date then the Government shall be 
at liberty to offer the Plancor facilities and all the Government's right and 
interest therein for sale or lease to others than the manager on such terms 
as the Government deems appropriate. That part of your proposal set 
forth on page 32 thereof and entitled “Purchase by the Manager” is hereby 
declined and is not acceptable to the Government. In the event the Govern- 
ment disposes of the property by sale or lease to any one other than the 
manager, pursuant to said offering then in such event the Government shall 
pay to the manager, in addition to all earned compensation a sum of money 
equal to 50 percent of the fee earned by the manager over the previous 
12 months’ period, or $150,000 whichever is the lesser. Upon any final 
determination by the Government to fully implement plan I plus plan II 
the manager shall submit a proposal to lease the Plancor facilities within 
11 months after full operation under plan I plus plan II. Ifa lease contract 
acceptable to the Government cannot be negotiated within 30 days from 
said date then the Government shall be at liberty to offer the Plancor 
facilities and all the Government’s right and interest therein for sale or 
lease to others than the manager on such terms as the Government deems 
appropriate. In the event the Government disposes of the property by 
sale or lease to any one other than the manager, pursuant to said offering 
then in such event the Government shall pay to the manager, in addition 
to all earned compensation a sum of money equal to 50 percent of the fee 
earned by the manager over the previous 12 months’ period or $150,000 
whichever is the lesser. 

4. That the provisions of payment of fee to the manager be amended as 
follows in respect to operation under plan I and under plan I plus plan II as 
implemented. 

(a) The fee for the period of rehabilitation contemplated under plan I, as 
described in the proposal above referred to, will be fixed based upon the actual 
services rendered and to be rendered by the manager during that period. These 
services to be rendered will be essentially of three kinds: 

(A) All professional services necessary in connection with the detailed 
inspection and supervision of the work of the general contractor (Frederick 
Snare Corp.) and/or his subcontractors heretofore employed by the General 
Services Administration under a cost-plus-a-fixed fee contract for the perform- 
ance of the construction work necessary to accomplish the purpose of the 
project and to act as technical consultants to the contracting officer and the 
Government representative at the project on all matters affecting such work, 
including the following: 

(a) Prepare drawings and specifications required for placing the plant in 
operation. 

(b) Inspect the work of the general contractor and/or his subcontractors 
as it progresses and submit monthly reports in quadruplicate on such work 
to the Government’s representative. 

(ec) Collaborate with the Government’s representative in making field 
decisions as to the extent and character of the work required. 

(d) Originate construction change orders and prepare the necessary draw- 
ings and specifications for such changes and submit them to the Government’s 
representative. 

(e) Observe and report on the efficiency with which the contractor carries 
on the work. 

(f) Review subcontractor’s bids and submit recommendations on them to 
the Government’s representative. 

(g) Supervise testing of all equipment, particularly when equipment is 
ready for operation. 

(B) Take the necessary steps to implement the securing of necessary materials, 
supplies, spare parts, operating personnel, mining operations and all things 
necessary to insure immediate operation of the plant for the production of nickel 
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upon completion of the rehabilitation work under plan I by the Frederick Snare 
Corp. 

(C) Conduct all necessary research and engineering necessary in the pilot plant 
operation for cobalt extraction and the attendant increased production of nickel, 
which is authorized under another section of this letter. Also to carry on neces- 
sary laboratory work in the proposed extraction of cobalt. 

It is understood that all costs in connection with (A), (B), and (C) above will 
be upon a reimbursable basis. 

(D) The fee for these services will be at the rate of $20,000 per month. 

(b) For the first 3 months after the commencement of operations following 
completion of the rehabilitation work contemplated under plan I, the fee paid 
to the manager shall be at the rate of $25,000 per month. 

(c) The fee thereafter, under plan I, be paid at the rate of 1 cent per pound of 
contained nickel recovered, provided that there shall be a minimum fee at the rate 
of $250,000 per annum. 

(d) The Government upon completion of the pilot plant operation and other 
laboratory tests upon the Nicaro ore and after detailed estimates as to the cost 
of the facilities, cost of operations and estimated recovery of nickel and cobalt, 
may elect, at its option, to undertake the recovery of cobalt. If the Government 
elects at any time during the life of this contract to exercise this option, the 
services and the fee shall be as follows: 

(A) During the period of construction of the cobalt facilities the manager shall 
furnish in respect to the additional facilities required, all of the services outlined 
under 4 (a@) (A) above. The manager shall also carry on the operation for the 
recovery of nickel as contemplated under plan I changing over to operations under 
plan I plus plan II as rapidly as possible. The fee during this period shall be at 
the rate of $25,000 per month. 

(e) After plan I plus plan II has been fully implemented, the fee thereafter 
to be paid shall be at the rate of 1 cent per pound of contained nickel and 3 cents 
per pound of cobalt recovered in the form of cobalt oxide, provided that there 
shall be a minimum fee at the rate of $275,000 per annum. 

5. It is my judgment that the national interest will not permit of any delay in 
this program. Therefore, this will be your authority to make immediate com- 
mitments to the extent of $2 million as needed in preparing for operation and in 
operation for the production of nickel. As suggested by you a suitable revolving 
fund will be established at the proper time. A resident Government engineer will 
be stationed at the facility who will have appropriate authority sufficient to 
approve necessary expenditures and whose authority shall be specifically defined. 

6. In addition the manager is authorized to spend up to $150,000 for pilot 
plant work on cobalt recovery and its attendant increased nickel production, 
such money to be spent for the necessary equipment and its actual operation, 
as contemplated under plan I plus plan IT. 

7. The Government elects to make its own prime contract for the rehabilita- 
tion of the facility directly with Frederick Snare Corp. and the letter of intent 
of the Government that the manager shall act as architectural engineer and 
render necessary supervisory services in connection with the rehabilitation con- 
tract as hereinbefore indicated. 

8. Your company shall use reasonable care in the use, custody, management, 
and operation of the Plancor, and shall keep the same in a good state of repair 
at the expense of the Government, ordinary wear and tear excepted, provided 
that in the event of damage to or loss or destruction of the Plancor or portions 
thereof, you shall not be obligated to replace or restore the same other than to 
the extent of normal maintenance, it being understood that you will either 
insure against such risks to the property as the Government may request or, in 
lieu thereof, the Government accepts the risks of damage to and loss and de- 
struction of the Plancor. You shall also obtain comprehensive public liability 
insurance, including bodily injury and property damage coverage in amounts 
and companies to be approved by the Government. 

9. As promptly as possible the parties shall enter into a definitive contract 
consistent with the terms hereof and containing such other terms and provisions 
as the parties may mutually agree upon, which contract, when executed, shall 
supersede this letter agreement. All contract provisions presently required by 
Federal law, Executive order, or applicable regulations, to be included in con- 
tracts of the type herein described, are incorporated herein by reference. 
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The authority contained in this letter is personal to your company and your 
rights hereunder are not subject to assignment without the prior consent in 
writing of the Government. 

Sincerely yours, 
JESs LARSON. 

Accepted: This 15th day of January 1951. 

MINING EQUIPMENT Corp. 
By J. A. VERMEULEN, 





AMENDMENT No. 1 To LETTER AGREEMENT DATED JANUARY 15, 1951 


FEBRUARY 13, 1951. 
NICKEL PROCESSING CORP., 
1270 Avenue of the Americas, 
New York 20, N. Y. 

GENTLEMEN: Reference is made to letter agreement of January 15, 1951, be- 
tween this Administration and the Mining Equipment Corp. covering the pro- 
posed operation of the Nicaro nickel project known as Plancor 690 in Oriente, 
Cuba, for the purpose of recovering approximately 31 million pounds of contained 
nickel in the form of nickel oxide, and for the completion of a cobalt pilot plant. 

Pursuant to the authority contained in said letter agreement your corporation 
has been duly organized for the purpose of assuming the contract rights and 
obligations of Mining Equipment Corp. under said letter agreement; and your 
corporation, by the acceptance of this supplementary agreement, does 

(1) hereby certify that the capital of said corporation in the amount of 
$360,000 has been fully paid in, and which funds are represented by cash on 
deposit in the New York Trust Co., 100 Broadway, New York City, N. Y. 
United States Government bonds and other marketable securities on cus- 
tody account with Smith Barney & Co., 14 Wall Street, New York City, N. Y., 
which United States Government bonds and other marketable securities 
have been approved by the Comptroller of this Administration. 

(2) hereby ratifies and confirms that Nickel Processing Corp. has duly 
assumed all rights, obligations, and interests of the Mining Equipment 
Corp. under said letter agreement of January 15, 1951, and has been substi- 
tuted in all respects for the Mining Equipment Corp. as a party to said 
letter agreement. 

In the interest of expediting your operation of the above plant and the produc- 
tion therefrom of nickel oxide, paragraph 5 of the letter agreement is hereby 
modified to the extent that, upon written request of your corporation, the 
Government will advance to you an amount of money not in excess in the aggre- 
gate of $2 million on terms and conditions to be prescribed by the Government. 

In your performance under this letter agreement, no subcontract or purchase 
order in excess of $5,000 shall be made or placed without the prior written ap- 
proval of this Administration. 

This letter is executed in quadruplicate and it is requested that you signify 
your acceptance hereof by executing this letter at the place indicated below, 
retaining 1 executed counterpart for your file, and returning to this office 
3 executed counterparts hereof. 

Sincerely yours, 

Jess Larson, Administrator. 

Accepted this 19th day of February 1951. 

NICKEL PROCESSING CorP., 
By ETHELBERT WARFIELD, 
Chairman of the Board. 


AMENDATORY LETTER No. 2 TO LETTER AGREEMENT DATED JANUARY 15, 1951 


JULY 25, 1951. 
NICKL PROCESSING CoRP., 
Care of Mining Equipment Corp., 
1270 Sixth Avenue, New York, N. Y. 

GENTLEMEN : Pending execution of a definitive contract, we deem it advisable 
and necessary to confirm certain areas of understanding, and to clarify and 
delineate authorizations, approvals, and procedures, as hereafter set forth, 
covering expenses reimbursable to you under the letter of intent made between 
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this Administration and your corporation dated January 15, 1951. When the 
definitive contract is executed, appropriate provision will be contained therein 
to the following effect (references herein to Nickel Processing Corp. shall be 
construed to mean either itself or its wholly owned subsidiary, Nickel Processing 
Corporation of New York) : 


1. TRAVEL AND ALLOWANCES IN CONNECTION THEREWITH 


The Government, through its designated representatives, must approve all 
travel and compensation in connection therewith either by previous authoriza- 
tion or subsequent ratification. All officers and employees of your corporation 
will be reimbursed for transportation and traveling expenses performed in 
connection with this project in accordance with Standard Government Travel 
Regulations, except as to the rate of per diem allowable. In addition to such 
travel and travel expenses, all employees of your corporation will be given a 
per diem allowance (in lieu of and to cover all other expenses) in an amount 
sufficient to reimburse actual expenses up to but not exceeding the following 
limits: 

(a) For officers and principal employees: $20 per day, while in a travel 
status either within or without continental United States, the night of 
which is required to be spent in a hotel, or $12 per day for each day while 
in a travel status, within or without continental United States, where no 
night stopover is required ; 

(b) For other employees: $12 per day while in a travel status either 
within or without continental United States for each day the night of 
which is required to be spent in a hotel, or $8 per day for each day where 
no night stopover is required. 

For the purposes of this authorization, a principal employee is defined to mean 
one whose compensation for full-time employment is established by his employer 
at a rate of $10,000 or more per year. 

Where travel has been approved or ratified, evidence or proof of actual ex- 
penses incurred will not be required to secure such per diem reimbursement, 
but the same will be made upon certification by the officer or employee of the 
amount of such expenses. 

Upon your concurrence herein, this arrangement on travel and allowances 
connected therewith will become effective on all accounts submitted for reim- 
bursement on and after June 11, 1951, by your corporation. 


2. OFFICE EXPENSES AND SALARY OF PART-TIME EMPLOYEES, ETC. 


Confirming previous understanding, Nickel Processing Corp. shall be reim- 
bursed the sum of $1,525 per month for the period from January 16, 1951, to 
May 19, 1951, inclusive, covering expenses paid to Mining Equipment Corp. for 
all supplies and materials furnished and services rendered by it to said Nickel 
Processing Corp in conjunction with the operation of the latter’s New York 
office. These services include without limitation the following: Salaries, rent, 
office supplies, office furniture, postage, electricity, local telephones, water, mes- 
senger service, and other office expense not otherwise hereafter excluded. 

For all such supplies and materials furnished, and services rendered to said 
Nickel Processing Corp., or in conjunction with the latter’s New York office 
for the period from May 20, 1951, to July 1, 1951, inclusive, Nickel Processing 
Corp. shall be reimbursed the sum of $2,623 per month. Thereafter, Nickel 
Processing Corp. or its subsidiary shall be reimbursed the sum of $2,948 per 
month, subject to such adjustment as may be approved by the Magnesium and 
Nickel Committee of this Administration, covering the aforesaid supplies, mate- 
rials, and services. 

Long-distance telephone and telegraphic expense is expressly excluded from 
the aforesaid contract, and said expense shall be billed at cost and properly 
supported by proof, as likewise shall be the case with postage. 


8. PURCHASING PROCEDURE 


Unless otherwise directed in writing by the Government, your corporation 
shall observe the following procedure for the purchase of machinery and mate- 
rials and supplies and for entering into contracts in connection with this 
project : 

(a) All purchase orders and contracts shall be approved by the Govern- 
ment or its designated representatives either by previous authorization 
or subsequent ratification. Designated representatives shall have authority 
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to approve purchase orders and contracts up to and including $25,000 in 
amount. Contracts and purchase orders in excess of $25,000 will require 
the prior approval of the Magnesium and Nickel Committee. 

(b) Your corporation may enter into contracts and purchase orders up to 
and including $500 in amount without competitive bids. 

(c) Except in cases where competitive bidding is ordered dispensed with 
by the Government, your corporation may enter into contracts or purchase 
orders in amounts exceeding $500 by securing bids from 3 or more persons 
or firms as approved (both as to procedure and bidders) by the Government 
or its designated representatives. 

(d) The Government may at its option elect to enter into contracts or 
purchase orders directly with the supplier for services or supplies required 
at the plant. 

(e) The Government shall reimburse and hold harmless the corporation 
for any and all costs, expenses, and liabilities incurred by the corporation 
in connection with contracts and purchase orders made in accordance with 
the foregoing procedure. 

For the purposes of the authority herein contained, W. R. Brown is designated 
as the Government’s representative at the plant; Leo M. Slaughter, the Govern- 
ment’s representative in New York; and the Magnesium and Nickel Comnittee, 
the Government’s representative at Washington, D. C. 

Except as otherwise provided herein, claims for reimbursement submitted 
by your corporation shall be made upon properly certified standard Government 
forms or such other forms as may be approved by Office of Comptroller, General 
Services Administration. 

If you concur in the understandings, authorizations, and procedures herein 
set forth, please so indicate by subscribing this letter in quadruplicate, return- 
ing three executed copies and retaining the other for your file. Save as other- 
wise provided herein, this letter, when executed and accepted by you, shall 
become effective as of January 15, 1951, and shall supersede any authority 
heretofore given inconsistent herewith. 

Sincerely yours, 

Jess Larson, Administrator. 

Accepted this 30th day of July 1951. 

NICKEL PROCESSING CORP., 
By J. A. VERMEULEN, 
Vice President. 


AMENDATORY LETTER No. 3 To LETTER AGREEMENT DATED JANUARY 15, 1951 


SEPTEMBER 19, 1951. 
NICKEL PROCESSING CorP. or New York, 
Care of Mining Equipment Corp., 
New York, N. Y. 

GENTLEMEN: In connection with your operation of the Nicaro Nickel plant, 
Plancor 690, we request you to accept responsibility for miscellaneous stores 
presently on hand at the plancor and identified as the regular warehouse stores 
located in warehouse No. 5. It is understood these stores are to be used by the 
Nickel Processing Corp. of New York in the rehabilitation and operation of 
such plancor. 

The Cuban Nickel Co. has caused an inventory to be made of these stores 
without intervention or assistance by representatives of the Nickel Processing 
Corp. of New York. In view of this fact, this corporation has no knowledge of 
the physical condition or correctness of the inventory. 

Accordingly, in requesting you to accept responsibility for such stores, it is 
understood between you and the Government that the Nickel Processing Corp. 
of New York accepts no responsibility for the accuracy of quantities or dollar 
values reflected on the Cuban Nickel Co.’s stock record cards or for the physical 
condition of such stores. You are requested to advise the Government resi- 
dent administrator at the plant site from time to time of inaccuracies as to 
quantity, physical condition, or dollar value of such stores whenever dis- 
crepancies are discovered by you in referring to the stock records applicable 
to such stores. 

Subject to the foregoing understanding, it is agreed that the stores for which 
the Nickel Processing Corp. of New York hereby accepts care, custody, and 
accountability have a recorded value of $776,558, and responsibility for such 
stores was assumed by the Nickel Processing Corp. of New York on the Ist day 
of August 1951. 
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It is understood that Nickel Processing Corp., in connection with its operation 
of the Nicaro Nickel plant, will operate the storeroom and maintain perpetual 
inventory records on the existing stores items and all future purchases placed 
under storeroom control. 

Your acceptance of these stores in accordance with the above may be acknowl- 
edged by executing the acceptance provided below and returning the same to us 
for our files. 

The stores items at the Plancor that are identified as FLC (Foreign Liquida- 
tion Commission) materials are not included in this agreement. Portions of the 
FLC materials that are deemed essential to either the rehabilitation or opera- 
tion of the Plancor will be transferred at a later date. Transfer of those FLC 
stores will be accomplished by supplements to this letter form agreement. 

Very truly yours, 
MARVIN C. NICHOLS, 
Chairman, Magnesium and Nickel Committee. 

Accepted : 

NICKEL PROCESSING Corp. oF NEw YorK, 
By J. A. VERMEULEN, Vice President. 
OcTOBER 22, 1951. 


AMENDATORY LETTER No. 4 TO LETTER AGREEMENT DATED JANUARY 15, 1951 


DECEMBER 14, 1951. 
NICKEL PROCESSING CORP., 
Care of Mining Equipment Corp., New York 20, N. Y. 

GENTLEMEN: For purposes of record clarification, and in confirmation of un- 
derstandings heretofore reached, it is agreed that the letter of intent made be- 
tween General Services Administration and Mining Equipment Corp., dated 
January 15, 1951, is amended in the following respects: 

Paragraph No. 1 of the letter of intent is amended by striking said paragraph 
and inserting in lieu thereof the following: 

“1. Mining Equipment Corp. shall implement its proposal through the imme- 
diate formation of a corporation to be organized under the laws of the State of 
Delaware with the name of Nickel Processing Corp., authorized to do business 
also in Cuba under the Cuban name of ‘Compania Industrial de Nickel, S. A.’ 
and/or ‘Compania Industrial de Niquel, S. A.’ (hereinafter termed ‘the man- 
ager’), and to cause said corporation to affirm this letter of intent and enter 
into the subsequent formal agreement to carry out the intent hereof; the 
capital of such corporation shall be $300,000, fully paid in; the form of organ- 
ization of such corporation and the stock ownership thereof to be subject to 
mutual agreement between General Services Administration and the Mining 
Corp. It is agreed that the Nickel Processing Corp., for its convenience, may 
form a wholly-owned subsidiary in the State of New York with the name of 
Nickel Processing Corp. of New York, and that said wholly owned subsidiary 
corporation may be used by the manager in the performance of any part of the 
obligations and agreements contained in this letter of intent: Provided, however, 
Said Nickel Processing Corp. shall agree, and hereby does agree, to uncondi- 
tionally guarantee the said performance of Nickel Processing Corp. of New York 
in all respects.” 

In the negotiations leading to the execution of the letter of intent, this Admin- 
istration recognized that it would be advantageous, and in the best interest of the 
United States, for you to obtain the services and advice of counsel in Cuba, and 
counsel in this country with experience in Cuban matters. In fact, the com- 
plexity of an operation of this kind makes such services a necessary item of ex- 
pense. Further, we recognized that the urgent need to get this vital facility 
into operation in the quickest possible time would necessitate the employment 
of specialized engineering talent unobtainable through normal staffing of your 
own organization and unobtainable except through subcontract. We, therefore, 
agreed that such legal and specialized engineering services as were duly author- 
ized by the Government would constitute a reimbursable expense to you and 
would not be covered by your management fee, as well as such general engineer- 
ing services as the Government may find it expedient to authorize, or cause to be 
employed. Further, we agreed that in lieu of your recruitment of additional 
personnel on a reimbursable basis, this administration might elect** to perform 


1 Provided that it is understood that at the place indicated by the “*’’ on p. 2 there 
shall be inserted the words “if agreed to by you.” 
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certain general services, engineering or otherwise, through employees of the 
Government whose services would neither be charged to nor considered to be 
covered by your fee. Similarly, we recognized and agreed to reimburse you for 
such items as accounting and consulting services, corporate officials’ salaries, 
directors’ and executive committee fees and expenses, general research expendi- 
tures, subcontractors’ fees and related expenses, provided said items were ap- 
proved by this Administration as being necessary for the reactivation and the 
operation of this plant. 

Although your proposal dated December 29, 1950, which is incorporated into 
the letter of intent by reference provided in paragraph 8S that you, as Manager, 
would receive an amount “equal to all expenditures made for the account of the 
Government in the reactivation and operation of the property,” and the letter 
of intent, as amended, contains other general language with respect to reim- 
bursement, it is deemed desirable, pending the preparation and execution of a 
definitive contract, to clarify and correctively amend said reimbursement provi- 
sions in order that the intent of the parties may be given better expression in 
the record. Therefore, it is agreed that the letter of intent is amended by insert- 
ing at the end of paragraph 4 of said letter of intent the following subpara- 
graph (f): 

“(f) To the extent approved by General Services Administration in writing, 
Nickel Processing Corp. shall be reimbursed for all costs and expenses incurred 
in the performance hereof. Such costs and expenses include without limitation : 

“(1) Legal, accounting, engineering, and consulting services and related 
expenses except those which are incurred in the prosecution of claims against 
the United States. 

(2) Compensation of corporate officers, executives, and employees. 

“(3) Directors’ and executive committee fees and expenses. 

“(4) Fees to subcontractors. 

“(5) General research and all other related costs and expenses. 

“(6) Services furnished and cost incurred in connection with the estab- 
lishment and maintenance of an American school at Nicaro for the children 
of employees at the plant desiring an English education. 

“The aforesaid items, together with all other items of costs and expenses 
which are approved by General Services Administration for reimbursement to 
Nickel Processing Corp. as being necessary for the rehabilitation and operation 
of this plant, shall not be considered to be covered by or chargeable to your 
management fees.” 

Also, your attention is invited to paragraph 5 of the aforesaid letter of intent 
in which you were authorized to make immediate commitments up to $2 million, 
and in which provision for additional amounts which it was contemplated would 
be necessary was made in the most general terms by providing that a “suitable 
revolving fund will be established at the proper time.” Since additional funds 
are now required to complete the preparations for operation of the plant, and 
still further funds will be required to commence actual operation thereof, it is 
deemed appropriate at this time to make more specific provision for the estab- 
lishment of a revolving fund. Therefore, it is agreed that the letter of intent 
is further amended by striking therefrom paragraph 5 and inserting in lieu 
thereof the following: 

“5. Since the national interest will not permit any delay in this program, this 
will be your authority to make immediate commitments to the extent of $2 
million as needed in preparing for operation and in operation for the production 
of nickel. A resident engineer will be stationed at the facility who will have 
authority sufficient to approve necessary expenditures and whose authority shall 
be specifically defined. A revolving fund in an amount presently estimated at 
$3 million but subject.to increase or decrease as necessary to meet the require- 
ments for operation of the plant, as determined by the Government, will be 
established by the Government as soon as practicable. In accordance with pro- 
cedures to be prescribed by the Government, the Manager will be authorized to 
draw upon such fund for the purpose of paying and discharging all costs and 
expenses properly incurred by the Manager in completing the preparations for 
operation of the plant and for actual operation of the plant thereafter.” 

The foregoing amendments are made effective as of January 15, 1951, and are 
to be considered as if they had been originally written into the letter of intent of 
said date. This letter is written in quadruplicate. Your acceptance will be 
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made by having a duly authorized official of your company execute and return 
to this Administration the original and two copies hereof within 30 days. 
Very truly yours, 
Marvin C. NICHOLS, 
Chairman, Magnesium and Nickel Committee. 
Accepted: This 14th day of December, 1951. 
NICKEL PROCESSING CorP., 
By /S/ J. A. VERMEULES. 


AMENDATORY LETTER No. 5 To LETTER AGREEMENT DATED JANUARY 15, 1951 


Fepruary 15, 1952. 
NICKEL PROCESSING CoRP., 
Care of Mining Equipment Corp., 
New York, N. Y. 

GENTLEMEN : For clarification purposes, we wish to advise that prior to the time 
a definitive lease is executed covering the plancor property presently being oper- 
ated by you, and during the interim period of your operation under a manage- 
ment or cost-plus-fixed-fee contract, the books of account, financial records and 
other pertinent records maintained by you as operator are regarded as the prop- 
erty of the United States. 

However, the Committee recognizes that you as operator are entitled to a dupli- 
cate set of such records and intends that such duplicate set will be permanently 
available to you, any cost thereof to be considered a reimbursable item. We be- 
lieve the following understanding will be sufficient to cover the matter: if the 
Government desires to take said books of account and records of the operator 
from his possession permanently, or for any substantial length of time, then as 
a prerequisite to such action, the Government will accomplish without expense 
to you, or will authorize the duplication of such records as a reimbursable item of 
expense. 

Please signify your concurrence in this understanding by signing and returning 
a duplicate of this letter, retaining the other for your file. 

Very truly yours, 
Cc. D. WILLIAMS, 
Member, Magnesium and Nickel Commitiee. 
LEONARD E. NELSON, 
Member, Magnesium and Nickel Committee. 

Accepted this 31st day of July 1952. 

NICKEL PROCESSING CorpP., 
By /S/ H. C. WiLpNer. 


AMENDATORY LETTER No. 6 TO LETTER AGREEMENT DATED JANUARY 15, 1951 


NICKEL PROCESSING CorP., 
Care of Nickel Processing Corp. of New York, 
1270 6th Avenue, New York, N.Y. 


GENTLEMEN : Reference is made to travel and allowances in connection there- 
with reimbursable under the letter of intent made between this Administrtation 
and your corporation dated January 15,1951. This matter was briefly discussed 
during our conference in New York on March 3, 1952, concerning the Nickel 
Processing Corp. budget, and found to require further consideration. 

Therefore, it is deemed advisable and necessary that there be a confirmation 
of certain areas of understanding, with a broadening of details and clarification 
of intent as expressed in our letter of July 25, 1951, executed and accepted by you 
pending execution of a definitive contract. : 

As previously authorized under 1 (a) and (0) travel and allowances in 
connection therewith are to be reimbursed in accordance with Standardized 
Government Travel Regulations, as amended, copy enclosed, except as to the 
“Rate” of per diem allowable. In this connection, attention is directed to the 
provisions of said regulations with respect to the rules established to prevent 
allowances of per diem in lieu of subsistence in excess of those required to 
meet the necessary authorized expenses. Accordingly, no per diem in lieu of 
subsistence is allowed an employee at his permanent duty station (par. 46). 
Dates and times of departures and arrivals must be shown in travel expense 
accounts and the per diem allowances at the applicable authorized rates shall 
be computed on the basis of calendar days, or fractional parts (6 hours) thereof, 
and no per diem will be allowed when the departure is at or after 8 a. m., and 
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the return on the same day is at or prior to 6 p. m., pursuant to the provisions 
of paragraphs 48 through 51, inclusive. The third subparagraph of paragraph 
No. 1 (b) of this Administration’s letter dated July 25, 1951, to you with reference 
to certification of expenses of the officer or employee concerned is clarified to 
mean certification without the necessity of documentation. 

Further authorization is granted for payments of the expenses of transporta- 
tion of household effects of officers and employees of your corporation and for 
the transportation and traveling expenses of themselves and their immediate 
families from previous places of residence to the employees’ permanent duty 
station, as hereinafter provided : 


(c) Transportation of household effects 
Reimbursement will be made of the reasonable actual expenses incurred, 
substantiated by evidence of payment thereof, for packing, crating, insurance, 


and shipping, including by vessels, of household effects not exceeding the fol- 
lowing weights: 


Total gross Total net 


weights weights 

Pounds Pounds 
Weieiereen wee tae 6 Wen 2s 8 i) esi. hd eee see es 8, 750 7, 000 
Employees with no immediate family. ---_.....-.---.-.-.....-...------ eee 3, 125 2, 500 





In any instances where the above weight limitations are exceeded, reimburse- 
ments will be made based on the ratio which the allowable weight bears to the 
total weight shipped and such ratio shall also be applied to the incidental charges 
of packing, crating, and insurance, except as otherwise specifically authorized 
or approved by the Committee. 


(d) Transportation and travel expenses of immediate families 


Transportation and travel expenses of the immediate families (dependents) 
of employees of your corporation from such places as may be authorized to the 
employees’ duty station, and return upon completion of the tour of duty, will 
be reimbursed in accordance with the provisions of the Standardized Govern- 
ment Travel Regulations, as amended, except as to the rates of per diem allow- 
able. Although regulations covering travel of Government employees make no 
provision for subsistence allowances to dependents, in view of the travel here 
involved, to Nicaro, Cuba, per diem is hereby authorized for employee’s depend- 
ents at the following rates: 

(1) Adult dependents, traveling with the employee—one-half the rate payable 
to the employee involved. 

(2) Single adult dependent, not traveling with the employee—the same rate 
as payable to the employee involved; more than one adult dependent, the same 
rate as payable to the employee involved to one adult dependent, and one-half 
the rate payable to the other adult dependents. 

(3) Dependents under 11 years of age, whether or not travel is performed 
together with the employee—one-half the rate payable to the employee involved. 


(e) Personal baggage 


Claims for reimbursement covering expenses of transportation of baggage in 
excess of the weight or of size greater than carried without any additional 
charge by transportation companies will be allowed up to a total of 250 pounds 
for each employee, except as otherwise specifically approved by the committee. 

Attention is also directed to the requirements of receipts which must be sub- 
mitted in support of expenditures (as opposed to per diem) claimed in travel 
expense accounts. Failure to furnish receipts as required must be fully ex- 
plained in the expense account and mere inconvenience in the matter is not 
sufficient for consideration. 

If you concur in the understandings, authorizations, and procedures herein 
set forth, please so indicate by subscribing this letter in quadruplicate, return- 
ing three executed copies and retaining the other for your files. This letter 
when executed and accepted by you shall become effective as of January 15, 1951, 
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and shall be considered in clarification of the authority expressed in this Admin- 
istration’s letter of July 25, 1951. 
Very truly yours, 
LEONARD E. NELSON, 
Member, Magnesium and Nickel Committee. 
C. D. WILLIAMS, 
Member, Magnesium and Nickel Committee. 


Accepted this 16th day of May 1952. 
NICKEL PROCESSING CoRP., 
By H. C. WILpNer, President. 


AMENDATORY LETTER No. 7 TO LETTER AGREEMENT DATED JANUARY 15, 1951 


JULY 16, 1952. 
NICKEL PROCESSING CoORP., 
149 Broadway, New York, N.Y. 

GENTLEMEN: Reference is made to letter agreement between this Administra- 
tion and Mining Equipment Corp., dated January 15, 1951, as amended. 

In order to provide for a possible expansion of the facilities and activities of 
the plant in Nicaro, and for certain exploration to develop ore reserves, as well 
as engineering and experimental services to be performed in connection with the 
mining and processing activities, it is necessary to further amend the letter 
agreement dated January 15, 1951. 

Accordingly, in furtherance of the objectives of said letter agreement, and in 
aid of national defense, upon acceptance of this amendatory letter by Nickel 
Processing Corp., the aforesaid letter agreement dated January 15, 1951, as 
amended, is hereby further amended as follows: 

*aragraph 2 on page 1 of the letter agreement is amended by inserting between 
the first and second sentences thereof the following new sentence: 

“It is also understood that the manager in connection with mining of ore and 
the production of nickel oxide is obligating itself to carry on, either through the 
use of its own employees or through a subcontractor, any work authorized by 
General Services Administration for ore reserves, and for authorized engineering 
leading to possible expansion of the plant at Nicaro; these programs shall in- 
clude, without limitation, such experimentation and engineering services as may 
be authorized in research for the recovery of iron from Nicaro ores, and such 
other experimental and engineering services on briquetting, or sintering of nickel 
oxide, and/or reduction to metallic form of nickel and cobalt as may be authorized 
from time to time.”’ 

-aragraph 4 of the letter agreement is amended by adding at the end thereof 
after subparagraph (e) on page 6, the following new subparagraphs (f) and (g). 

“(f) Take the requisite steps to cause to be secured the essential materials, 
supplies, spare parts, operating personnel, mining operation, and all things 
necessary to an exploration program for ore reserves, and for engineering inci- 
dent to an expansion of the plant and its facilities, as shall be authorized by 
the Government ; 

“(g) Conduct directly or through subcontract all necessary research, experi- 
mentation, and engineering services in connection with the recovery of iron 
from Nicaro ore and such other experimental and engineering services on briquet- 
ting, or sintering, and/or reduction to metallic form of nickel and cobalt as may 
be authorized from time to time.” 

It is understood that the manager will perform all services in connection with 
(f) and (g) above without fee to it, but that all direct costs for such services 
which are duly approved, as well as any approved subcontractor’s fee, will be 
upon a reimbursable basis. 

This letter is executed in quadruplicate and it is requested that you signify 
your acceptance hereof by executing this letter at the place indicated below. 
retaining one executed counterpart for your file and returning to this office three 
executive counterparts hereof. When so executed and delivered, this amendment 
will become effective as of the date of the original letter agreement. 

Very truly yours, 
C. D. WIttraMs, 
LEONARD E. NELSON, 
Members, Magnesium and Nickel Committee. 


Accepted this 16th day of July 1952. 


NICKEL PROCESSING CorpP., 
By H. C. WILDNER. 
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SEPTEMBER 19, 1952. 
AMENDATORY LETTER No. 8 To LETTER AGREEMENT Datep JANUARY 15, 1951 


NICKEL PROCESSING CorpP., 
149 Broadway, New York 6, N. Y. 

GENTLEMEN: Reference is made to letter agreement between this administra- 
tion and Mining Equipment Corp., dated January 15, 1951, as amended. 

For the purpose of record clarification, the amendments to said letter agree- 
ment heretofore executed shall be designated and hereafter known as follows: 

1. Letter dated February 13, 1951 to Nickel Processing Corp., from Jess 
Larson, Administrator, wherein Nickel Processing Corp. ratifies and confirms 
and duly assumes all rights, obligations, and interests of Mining Equipment Corp. 
under the said letter agreement, is hereby designated as “amendatory letter 
No. 1 to letter agreement dated January 15, 1951.” 

2. Letter dated July 25, 1951, from Jess Larson, Administrator, to Nickel 
Processing Corp. confirms areas of understanding, clarifying, and delineating 
authorizations, approvals, and procedures with respect to (1) travel and allow- 
ances in connection therewith, (2) office expenses and salary of part-time em- 
ployees, ete., and (3) purchasing procedure, is hereby designated as “Amend- 
atory Letter No. 2 to letter agreement dated January 15, 1951.” 

3. Letter dated September 19, 1951, from Marvin G. Nichols, chairman, Mag- 
nesium and Nickel Committee to Nickel Processing Corp. providing for the 
acceptance by Nickel Processing Corp. of care, custody, and accountability of 
miscellaneous warehouse stores located in warehouse No. 5 to be used by Nickel 
Processing Corp. in the rehabilitation and operation of Plancor 690, is hereby 
designated as “Amendatory Letter No. 3 to letter agreement dated January 
15, 1961.” 

4. Letter dated December 14, 1951, from Marvin G. Nichols, chairman, Mag- 
nesium and Nickel Committee, to Nickel Processing Corp., amending paragraph 
1, relative to the organization and capital stock of Nickel Processing Corp., 
providing for the services of counsel in Cuba and the United States, and for 
reimbursement of costs, etc., is hereby designated as ‘‘Amendatory Letter No. 4 
to letter agreement dated January 15, 1951.” 

5. Letter dated February 13, 1952, from C. D. Williams and Leonard BE. Nelson, 
members, Magnesium and Nickel Committee to Nickel Processing Corp. provid- 
ing that prior to the time a definitive lease is executed covering the plancor 
property and during the period of interim operation by Nickel Processing Corp., 
the books of account, financial records and other pertinent records are regarded 
as the property of the United States, is hereby designated as “Amendatory Letter 
No. 5 to letter agreement dated January 15, 1951.” 

6. Letter dated April 24, 1952, from Leonard E. Nelson and C. D. Williams, 
members, Magnesium and Nickel Committee, to Nickel Processing Corp. further 
clarifying the intent expressed in the letter of July 25, 1951, relative to reim- 
bursement for travel and other expenses in accordance with standardized Gov- 
ernment travel regulations, etc., is hereby designated as “Amendatory Letter 
No. 6 to Letter Agreement dated January 15, 1951.” 

7. Letter dated July 16, 1952, from C. D. Williams and Leonard E. Nelson, 
members, Magnesium and Nickel Committee, to Nickel Processing Corp., amend- 
ing paragraphs 2 and 4 of the letter agreement to provide for the expansion 
of the facilities and activities at the plant at Nicaro and for certain exploration 
to develop ore reserves, as well as engineering and experimental services to be 
performed in connection with the mining and processing activities, is hereby 
designated as “Amendatory Letter No. 7 to letter agreement dated January 15, 
1951.” 

-aragraph 6 of the letter agreement dated January 15, 1951, authorizes 
you to spend up to $150,000 for pilot-plant work on cobalt recovery and attendant 
increased nickel production. This $150,000 figure was based upon an original 
cost estimate by the Hillton Co. of a limited pilot plant designed to test aspects 
of the Caron process, and the contemplated usage therein of a secondhand 
rotary kiln. However, since the date of the letter agreement, this Administra- 
tion, in concurrence with your corporation, has agreed (a) that a new rotary 
kiln costing materially more than the estimated cost of the used ore would be 
required in the pilot plant; and (0) that the pilot plant should be changed from 
one designed solely to test the Caron process at Nicaro, as originally planned, 
to a more comprehensive processing development plant in which large-scale 
research and testing on nickeliferous ores in general could be accomplished; 
also that the pilot plant should be substantially a reproduction in miniature 
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of the existing Nicaro plant so as to permit pilot plant studies looking to im- 
provements in the present processes. The substantial changes, the latter of 
which materially altered the scope of the pilot-plant program, coupled with the 
overall increases in construction and equipment costs since the date of said 
letter agreement, have resulted in the need to completely revise cost estimates 
on this phase of the work. 

Accordingly, in furtherance of the objectives of said letter agreement and in 
aid of national defense, upon acceptance of this amendatory letter No. 8 to 
letter agreement dated January 15, 1951, by Nickel Processing Corp., the afore- 
said letter agreement dated January 15, 1951, as amended, is hereby further 
amended as follows: 

The figure “$150,000” appearing in the second line of paragraph 6 of the letter 
agreement is deleted and there is substituted therefor the figure “$600,000” ; 
and, in paragraph 4, subparagraph (f), of amendatory letter No. 4, to letter 
agreement dated January 15, 1951, an additional item numbered (7) is inserted 
as follows: 

“7. The cost of additional equipment, facilities, processes, and improvements, 
whether of a capital nature or otherwise, determined by this Administration to 
be necessary to the reactivation and operation of the Nicaro plant.” 

In all other respects the aforesaid letter agreement as amended is hereby 
confirmed. 

Specific designation of the foregoing letters as constituting amendments to 
the basic letter agreement and assigning numbers thereto is not intended, nor 
shall it be construed in any manner to modify or affect any commitments, agree- 
ments, authorizations, procedures, or other matters serving to implement the 
letter agreement as amended which have been the subject of other correspond- 
ence or communications between your corporation and this Administration. 

This letter designated as “Amendatory Letter No. 8 to Letter Agreements 
dated January 15, 1951,” is executed in quadruplicate, and it is requested that 
you signify your acceptance hereof by executing this letter at the place indi- 
cated below, retaining 1 executed counterpart for your files and returning to 
this office 3 executed counterparts hereof. When so executed and delivered, 
this amendment will become effective as of the date of the original letter 
agreement. 

Very truly yours, 
Marvin C. NicHOLs, 
Chairman, Magnesium and Nickel Committee. 


Accepted this 6th day of October 1952. 


NICKEL PROCESSING CORP , 
By H.C. Witpnm, President. 


AMENDATORY LETTER NO. 9 TO LETTER AGREEMENT DATED JANUARY 15, 1951 


GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C., January 23, 1953. 
NICKEL PROCESSING CoORP., 
New York 6, N. Y. 


GENTLEMEN : Reference is made to the letter agreement dated January 15, 1951, 
as amended, covering the reactivation and operation of the Cuban Nickel Co. 
pliant, Nicaro, Oriente Province, Cuba. 

In view of the limited uses of the powdered nickel oxide presently produced at 
the plant, and in view of the urgent and critical need for improved forms of 
nickel, it will be necessary for you to immediately engage in more extensive 
research and experimentation leading to the improvement of such nickel products, 
including a sinter or briquette form and also to the production of a nickel metal. 
While amendatory letter No. 7 to letter agreement dated January 15, 1951, pro- 
vided generally for experimental research work, said amendment did not contem- 
plate such work to the extent that has now been found necessary. We have con- 
sidered your claims that that amendment was without consideration and that to 
accomplish the broad experimental and research program now deemed essential, 
it will be necessary for you to arrange with National Lead Co. to supply trained 
personnel at a loss to that company. It is recognized that said amendment could 
be interpreted as imposing additional duties and responsibilities upon you with no 
attendant increase in your compensation for the assumption of such duties and 
responsibilities. It is also recognized that in order to accomplish the objectives 
of the Government, namely, the production of sinter or briquette form of nickel 
oxide and/or metallic nickel, you will have to obtain more of the best trained 
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personnel of National Lead Co. It is further recognized that if the Government 
is to continue with its present plans to expand the capacity of this plant by 75 
percent, the scope of your operation agreement, as evidenced by the letter agree- 
ment of January 15, 1951, as amended, must be enlarged to provide for such 
expansion and the operation of the expanded facilities by you under the same 
arrangements as you are now operating the existing plant. The expansion pro- 
gram will involve a construction period of approximately 2 years after the engi- 
neering is completed, will interfere with production in the existing facilities and 
therefore will make impracticable the lease contemplated by paragraph 3 (D) 
of the original letter agreement. Also such expansion will take away additional 
valuable personnel from your parent corporation. 

For the above reasons and in the overall interest of the Nicaro operation, this 
Administration has decided to recognize the claims of NPC for additional in- 
centive if they will undertake the experimental and research program now 
deemed necessary, the production of the improved form of nickel, and the 
expansion of the plant and operation of such expansion, as required by the 
Government. Such program shall begin immediately and shall continue for so 
long as you are manager of this plant and shall be in addition to the duties and 
responsibilities placed upon you by said letter agreement, as amended. This 
work is to be accomplished in accordance with the Government’s requirements 
and you will be reimbursed to the extent that you have the right to be reimbursed, 
pursuant to said letter agreement, for other work and services performed by you. 
It is contemplated that some of this work will be accomplished through sub- 
contracts which shall be entered into by you subject to the request or approval of 
the Government. The Government shall have the right at all times to determine, 
in its discretion, the extent to which this program shall extend and the capital 
improvements which you will make at the expense of the Government to the plan- 
cor facilities to accomplish the purposes of this program. When sintered nickel 
and/or metallic nickel are produced at the plant, the experimental and research 
program shall also be devoted to the improvement and more economical produc- 
tion of these and other nickel products. Your duties and responsibilities with 
respect to the experimental and research program generally shall be subject to 
the terms and conditions of the letter agreement, as heretofore amended, and as 
amended hereby. 

It is agreed that all patents, processes, and know-how developed by you, and all 
results of this experimental and research program shall be the property of the 
Government ; provided, however, you shall have royalty-free licenses to use all of 
said patents and processes, which licenses shall not be assignable. 

In consideration of the foregoing, it is agreed as follows: 

1. Paragraph 3 (D) in the original letter agreement, dated January 15, 1951, 
is amended by striking it in its entirety, except that part which relates to 
“purchase by the manager,” and substituting in lieu thereof the following: 

“(D) At any time prior to December 1, 1956, the manager shall have the right 
to submit to the Government a proposal or proposals to lease the plancor facilities. 
If a lease contract acceptable to the Government cannot be negotiated prior to 
December 1, 1956, then the Government shall be at liberty to offer the plancor 
facilities for sale or lease, effective as of the expiration of this agreement, to 
others on such terms as the Government deems appropriate. At any time during 
the term of this agreement the Government shall have the right to submit to you 
a proposal or proposals to lease to you said facilities, and you agree to negotiate 
in good faith with the Government to the end that a mutually acceptable lease 
agreement may be reached, which lease agreement may be coupled with a produc- 
tion contract wherein you agree to produce for the Government or for industry, 
and you are given the right to a guaranteed market for such production in the 
form of a right to tender unsold quantities thereof to the Government on mutually 
agreeable terms and conditions.” 

2. Paragraph 4 of said letter agreement is amended by adding thereto the 
following subparagraphs (h) and (i): 

“(h) In the event you are successful in developing a process for the produc- 
tion of a sinter form or a comparable briquette form of nickel oxide and the 
Government approves the installation of necessary capital facilities (based on 
the cost of such facilities and the operating cost of producing such improved 
forms) the fee for such production will be at the rate of 11%4 cents per pound 
of contained nickel instead of the present fee of 1 cent per pound of contained 
nickel in the form of powdered nickel oxide.” 

“(i) In the event you are able to develop a process for the production of 
nickel metal and the Government approves the installation of the necessary 
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capital facilities (based on the cost of such facilities and the operating cost 
of producing such improved form) the fee for such production will be at the 
rate of 2 cents per pound of nickel instead of the fees indicated above for the 
various forms of nickel oxide.” 

In part consideration for the assumption by you of the additional work con- 
nected with the experimental and research program and economical production 
provided herein you shall be paid an additional fee of one-quarter cent per pound 
of contained nickel in any form produced. 

This letter, designated as “Amendatory letter No. 9 to letter agreement dated 
January 15, 1951,” is executed in quadruplicate and it is requested that you 
evidence your acceptance hereof by executing this letter at the place indicated 
below, retaining one executed copy for your files and returning to this office the 
original and two executed copies hereof. When so executed and delivered, this 
amendment will not be retroactive but will become effective as of the date of 
such acceptance. 

Sincerely yours, 
JESS LARSON, Administrator. 

Accepted this 29th day of January 1953. 

NICKEL PROCESSING CorP., 
By H. C. WILpNER, President. 


AMENDATORY LETTER NO. 10 To LETTER AGREEMENT D\TED JANUARY 15, 1951 


JUNE 19, 1953. 









































NICKEL PROCESSING CoRP., 
New York 6, N. Y. 
(Attention: Mr. H. C. Wildner, President.) 


GENTLEMEN : Reference is made to letter agreement, dated January 15, 1951, as 
amended, covering reactivation and operation of the Cuban Nickel Co. plant at 
Nicaro, Oriente Province, Cuba. 

Said letter agreement as amended provides, among other things, for the 
production of nickel oxide, sintered oxide, and for research and development to 
improve the product and to discover means of producing new metal products 
from Nicaro ore. It makes no provision for improving the handling and dis- 
tribution of the finished products or for developing the maximum efficiency of 
utilization through reducing consumer losses thereof. 

In order to correct this deficiency and to insure the full and enduring benefit 
of the Nicaro operation to the requirements of national defense, the scope of the 
manager’s operational responsibility needs to be broadened, to include research 
and development of improved techniques in the use, and the handling and dis- 
tribution of these products and to provide technical information and advisory 
service to consumers. 

Accordingly, in furtherance of the objectives of said letter agreement, as 
amended, this amendatory letter No. 10 is made to said letter agreement of 
January 15, 1951, to include on the part of the manager the following additional 
activities and responsibilities : 

1. Making available to consumers a continuous technical service program 
designed to advise and instruct them in the most efficient methods of utilization 
of available Nicaro products, and to assist in the solution of metallurgical prob- 
lems encountered in the use of these products. 

2. Through contacts with defense supporting industrial managers and other 
consumers, discover the controlling characteristics of industrial processes which 
dictate preference for specific physical forms and chemical compositions of 
nickel components ; ascertain the extent to which modifications will produce more 
complete recovery and integration of the nickel content into their end products, 
thereby reducing manufacturing costs and eliminating waste of critically scarce 
materials. 

3. Investigating all reported deficiencies of packaging, loading, shipping, stor- 
age, and handling of Nicaro products, and develop improved methods to effect 
greater economies and eliminate consumer prejudice. 

4. Based on the data acquired through activities 2 and 3 above, developing the 
most effective industrial techniques and procedures for distribution, delivery, and 
utilization, whereby defense industries will derive maximum return from the 
ye ——— Nicaro products, in lieu of preferred, but less available, forms 
of nickel. 
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5. Maintaining liaison with Government agencies responsible for controlling 
allocations of nickel products, to assure equitable apportionment and distribution 
in accordance with defense and other consumer requirements. 

6. Handling the details incident to the sale of Nicaro products allocated to 
industrial consumers, including coordination of allotments and arranging for 
loading and shipment with Nicaro officials; negotiating and consummating 
shipping and handling contracts, as approved; and administering the distribu- 
tion and delivery of such products to the consumer. Negotiating sales agree- 
ments with consumers; also billing for and collecting receipts of sales in ac- 
cordance with instructions issued from time to time; and in the event of re- 
moval of controls over purchases and utilization of nickel products, maintaining 
contact with consumers to ascertain their requirements. 

7. Contracting for and maintaining storage facilities in the United States for 
Nicaro products, from which, on approval, you will supply sample quantities for 
research and experimental purposes, or will fill approved orders for small 
quantities. 

It is anticipated that these activities will involve visits to consumers’ plants, 
discussions of problems with their respective technical staffs and production 
supervisors; laboratory experiments, pilot plant tests, and demonstrations and 
operating tests utilizing the consumer’s own plant equipment. 

The Government recognizes that, due to organization limitations, it is im- 
practical for Nickel Processing Corp. to undertake the performance of the 
specialized activities listed under items 1 through 7 herein by its own employees, 
and that to recruit and train an additional staff for the purpose would prove both 
costly and time consuming. You represent to the Government that the National 
Lead Co. has a qualified organization, including highly trained industrial tech- 
nicians experienced in the utilization and distribution of metal products, and 
that said National Lead Co. is willing to undertake the performance of the ac- 
tivities herein set out on a subcontract with Nickel Processing Corp., predicated 
on a fee and cost reimbursement basis, and if so employed, will make available 
and create a suborganization of qualified personnel, separate and apart from 
their own regular operation. 

Nickel Processing Corp. agrees to administer the subcontract with National 
Lead Co., including payment of the subcontractor’s fee and approved expenses, 
without additional fee to it, provided, however, that all costs involved in such 
administration and all payments, as are approved by the Government, shall be 
reimbursed to said Nickel Processing Corp. At the commencement of each quar- 
ter annual period during the life of this amendatory letter No. 10, it is understood 
that National Lead Co., as your subcontractor, will project its expenses here- 
under for your recommendation as manager, as well as for the Government's 
prior approval. You recommend that your subcontractor be paid a fee at the 
rate of $65,000 per year for its services under this subcontract. However, 
it is our conclusion, due to the lack of an experience record with this amenda- 
tory letter No. 10, and the proposed operation thereunder, the subcontractor’s fee 
presently should be limited to the rate of $40,000 per year. We mutually agree 
that periodically, your subcontractor’s performance hereunder will be reviewed 
and the fee will be adjusted prospectively if, in the judgment of General Services 
Administration, experience hereunder so warrants. Likewise, it is understood 
that fair consideration will be given by General Services Administration to an 
upward adjustment of the fee in the event the capacity of the Nicaro plant is 
expanded. 

On the basis of the above information, representations, and recommendations, 
I find that it is in the Government’s interest to authorize Nickel Processing 
Corp. to enter into a subcontract with National Lead Co. for performance of the 
activities described herein and such related activities as are required to ac- 
complish the objectives of this amendatory letter. Until reviewed and revised, 
a fee at the rate of $40,000 per year to the proposed subcontractor, National 
Lead Co., is considered fair and reasonable and is hereby approved. 

All of your activities hereunder shall conform to the best industrial practices 
and shall be subject to such instructions as the Government may, from time to 
time, communicate to you, resulting from its periodic review of your program 
hereunder, including National Lead Co.’s activities and programs and the results 
thereof which you will report at least once every 60 days. 

You and your subcontractor will serve hereunder as independent contractors 
and not as servants or employees of the Government or of this Administration, 
a you and your subcontractor shall be responsible solely for the results 
obtained. 
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All information and records resulting from your activities hereunder, and 
those of your subcontractor, shall become the property of the Government, sub- 
ject to your right to a duplicate set of such material. 

The subcontract shall be for a term of 1 year, which term may be extended 
for additional successive periods of 1 year each, upon approval of the Govern- 
ment. However, it shall provide that termination may be effected by either party 
upon 60 days’ notice to the other party. Provisions of the subcontract when 
delineated shall be subject to approval of the Government prior to execution. 

Funds obligated for operations under the basic letter agreement of January 
15, 1951, as amended, are likewise obligated and will be used to defray the cost 
of the program herein provided, including payment of the subcontractor’s fee. 

This letter is executed in quadruplicate and it is requested that you signify 
your acceptance hereof by executing this letter at the place indicated below, 
retaining 1 executed counterpart for your file, and returning to this office 3 
executed counterparts hereof. When so executed and delivered, this amendment 
will become effective as of the date of the original letter agreement, and you will 
proceed forthwith to carry out the objectives herein set forth. 

Very truly yours, 
W. E. REYNOLDs, 
Commissioner of Public Buildings. 
Accepted this 22d day of June 1953. 
NICKEL PROCESSING CorP., 
By H. C. WiLpner, President. 


AMENDATORY LETTER No. 11 To LETTEK ACREEMENT DATED JANUARY 15, 1951 


Aprit 1, 1954. 

Re commissary operation 

NICKEL PROCESSING CORP., 
New York, N. Y. 
GENTLEMEN : The present concession contract for operation of the Nicaro com- 
missary is now in the process of being canceled by agreement between the con- 
cessionaire, Departamento Comercial de Nicaro, and the Cuban Nickel Co. As 
it appears impractical to make further effort to negotiate a suitable contract 
for operation of the commissary, and as the operation of the commissary is con- 
sidered to be an essential element of the overall responsibility assumed by you, 
under the provisions of the letter of intent (contract No. GS—00-B (D)-1504) 
dated January 15, 1951, you have agreed to assume direct responsibility for 
this operation without additional fee. 
1. Accordingly : You will establish a commissary revolving fund in the amount 
of $250,000, with funds advanced to you, and will deposit and maintain this 
revolving fund in a separate bank account. This revolving fund will be carried 
on your books as an advance to the commissary and reported as another asset. 
All expenses of the commissary operation, including customs duties, fees, taxes, 
ete., shall be paid from the revolving fund. 
2. A separate and complete bookkeeping system will be maintained by you for 
the commissary revolving fund and all commissary transactions and expenses, 
including a charge for depreciation based upon the normal period of useful life 
for applicable fixtures and equipment, with the revolving fund carried on the 
commissary’s books as capital investment. 
3. A 3-member committee will be appointed, including 1 representative each 
of Nickel Processing Corp.; Departamento de Comercial de Nicaro; and Cuban 
Nickel Co., for the purpose of taking inventory and of auditing the present stock 
of merchandise on hand and on order, as well as fixtures now owned by the 
present operator. 
4. That committee will determine the value of the salable merchandise 
now on hand and on order and in transit, and upon its determination of the 
current value of those fixtures owned by the present operator, which will be 
necessary in the future operation of the commissary, you will purchase from 
the Departamento Comercial de Nicaro such merchandise and fixtures from the 
revolving fund in order to comply with Cuban Nickel Co.’s obligation to purchase 
under its cancellation agreement with the concessionaire. This purchase will 
be reflected in the commissary’s accounts. 
5. At the end of each fiscal half year, the commissary profit or loss shall be 
determined, its accounts closed, and the profit or loss shall be transferred to the 
Nickel Processing Corp. At the same time, the commissary assets and liabilities 
shall be combined with and reported as assets and liabilities of Nickel Processing 
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Corp. The commissary profit or loss will be reported by Nickel Processing Corp, 
as a separate item of income or expense, as the case may be. 

6. Semiannual subsidiary reports shall be furnished to the resident engineer 
by you reflecting the operations and financial condition of the commissary. 
At the time of submission of the financial report, and each 6 months thereafter, 
a representative of your company and the resident engineer or someone appointed 
by him, shall meet and after review of the operations of the commissary, shall 
agree on pricing and operational policies for the following 6 months. 

7. The operations of the commissary shall be so conducted as to provide general 
merchandise to Nicaro residents and employees on a cash basis at prices which 
shall enable the operation to be self-supporting without substantial profit 
or loss. 

8. You will employ a competent manager, approved by the Government, who 
shall have the responsibility of making decisions incident to operation of the 
commissary, including, but not limited to: buying merchandise for resale, 
employment of necessary personnel, determination of sales prices, sales adjust- 
ments, and maintenance of all accounts. 

9. Orders for merchandise in excess of $10,000 shall have the prior approval 
of the resident engineer. 

10. The manager and all other employees of the commissary having access to 
funds shall be bonded under the blanket surety bond now provided for other 
Nickel Processing Corp. employees. 

11. Formation of a wholly owned subsidiary corporation by you to conduct 
operations hereunder shall in no way enlarge or diminish your responsibilties 
hereunder, or under the letter agreement of January 15, 1951, as amended, and 
the Government reserves the right to approve the articles of incorporation and 
to be consulted in the appointment of directors and officers of such subsidiary. 

12. Capital stock of such subsidiary corporation shall not be disposed of by you 
except with the prior consent of the Government in writing. 

13. The term of this commissary operation is concurrent with the operating 
agreement of January 15, 1951, as amended, unless earlier termination is deter- 
mined by mutual agreement. At the expiration of this operation, you will take 
inventory of the merchandise and equipment and will dispose of it, in accordance 
with instructions of the Government. 

14. Notwithstanding any other terms or conditions of this letter, this agree- 
ment may be cancelled by either party by giving 30 days’ notice in writing to 
the other. 

This letter is executed in quadruplicate and it is requested that you signify 
your acceptance hereof by executing this letter at the place indicated below, 
retaining 1 executed counterpart for your file, and returning to this office 3 exe- 
cuted counterparts hereof. 

Very truly yours, 
J. P. PINKLEY, 
Chairman, Nickel-Graphite Committee. 

Accepted this 5th day of April 1954. 

NICKEL PROCESSING CorP., 
By H. C. WILDNER, President. 


AMENDATORY LETTER No. 12 To LETTER AGREEMENT DATED JANUARY 15, 1951 


GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C., August 23, 1954. 
Re Amendatory Letter No. 10. 
NICKEL PROCESSING CorP. 
111 Broadway, New York 6, N. Y. 


GENTLEMEN: Reference is made to amendatory letter No. 10 dated June 19, 
1953, of the letter agreement dated January 15, 1951, as amended. 

At the time this amendatory letter was executed, it was anticipated that an 
increasing percentage of nickel oxide produced at Nicaro would be available for 
industrial consumers, and with the prospective removal of controls from the 
use of nickel, it was considered necessary that a selling agency relationship be 
established between you and the National Lead Co. to handle sales of nickel 
products and to provide a continuous technical service program for consumers. 
A subcontractor’s fee of $40,000 per annum was authorized in the last paragraph 
of page 3 of that amendatory letter, with the provision that the amount of the 
fee would be periodically reviewed and adjusted. 


673382—55 -5 
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It is now apparent that a larger percentage of the nickel products produced 
at Nicaro will be required for stockpiling, and that there will be a corresponding 
decline in the activities of the nickel sales division of National Lead Co. under 
your subcontract. 

Your subcontract with National Lead Co. should, therefore, be amended to 
provide for a fee of two-tenths of a cent per pound of nickel sold to industrial 
consumers with a minimum fee of $12,000 per annum. 

This letter is executed in quadruplicate and it is requested that you signify 
your acceptance hereof by executing this letter at the place indicated, retaining 
1 executed counterpart for your file and returning to this office 3 executed 
counterparts hereof. 

When so executed and delivered, this agreement will become effective as of 
April 1, 1954, and you will proceed forthwith to effectuate the required amend- 
ments to your subcontract. Except as modified herein, all other terms and condi- 
tions of said amendatory letter No. 10 shall remain in full force and effect. 

Very truly yours, 

J. P. PINKLEY, 

Chairman, Nickel-Graphite Committee. 

Accepted this 24th day of August 1954. 
NICKEL PROCESSING CorP., 

By H. C. Winner, President. 


Contract No. GS-OO-B (D)-1516 Brerween UNItTEp STATES OF AMERICA AND 
NATIONAL LEAD Co, 


This agreement, made and entered into this 30th day of April 1954 by and 
between the UNITED STATES OF AMERICA, acting by and through the ApMINISTRA- 
TOR OF GENERAL SeErRvICcES (hereinafter sometimes called the Government) and 
NATIONAL LEAD COMPANY, a corporation organized and existing under and by 
virtue of the laws of the State of New Jersey (hereinafter sometimes called the 
Contractor) ; 

WITNESSETH : 


Whereas the Government is the sole owner of the entire capital stock of the 
Cuban Nickel Company, a corporation of the Republic of Cuba; and 

Whereas the Cuban Nickel Company is the owner and holder of legal title in 
and to all property, real and personal, comprised in and otherwise a part of 
the plant and facilities for the mining and processing of nickeliferous ores and 
for the production of nickel or nickel oxide, known as the Nicaro Nickel Plant 
(hereinafter referred to as the Plant Facilities), and located at Nicaro, Oriente 
Province, Republic of Cuba: and 

Whereas the Contractor is the principal and majority stockholder in Nickel 
Processing Corporation, a Delaware Corporation, which holds a contract with 
the Government for the operation of said Plant Facilities; and 

Whereas the said Nickel Processing Corporation has entered into a letter con- 
tract, dated January 9, 1953, with the H. K. Ferguson Company, Inc., for the 
preparation of preliminary engineering studies and plans and specifications for 
the said expansion of the Plant Facilities; and 

Whereas the said Plant Facilities are now capable of producing approximately 
twenty-eight million (28,000,000) pounds of nickel contained in nickel oxide per 
year; and 

Whereas the Government is desirous of expanding the production capacity of 
the aforesaid Facilities by approximately seventy-five percent (75%) of its 
present capacity of production to approximately forty-nine million (49,000,000) 
pounds of nickel contained in nickel oxide per vear; and 

Whereas the Contractor represents it is ready, willing, and able to cause the 
expansion of the productive capacity of the said Plant Facilities as herein set 
forth: 

Now, therefore, in consideration of these presents and the mutual covenants 
herein contained, it is agreed by and between the parties hereto as follows: 


ARTICLE I—DEFINITIONS 


1. When, as and if used in this Contract, the terms listed below shall have 
the meanings set forth hereinbelow : 
A. Contracting Officer shall mean the Chairman of the Nickel-Graphite Com- 
mittee of General Services Administration, his successor or duly authorized rep~ 
resentative. 
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B. Plant Facilities shall mean the aforesaid land and facilities at Nicaro, 
Oriente Province, Cuba, for the mining and processing of nickeliferous ores and 
the production of nickel or nickel oxide and, in addition, all facilities, real and 
personal appurtenant or a part thereof, whether located on land owned by Cuban 
Nickel Company or elsewhere thereabouts. 

C. Expanded Facilities shall mean any and all enlargements or modifications of 
and to the plant facilities and the appurtenances thereto, such as by way of 
exemplification and not of limitation, docks, piers, roadways, housing, water 
facilities, electricity generating facilities, and industrial equipment. 

D. Constructor shall mean the person(s), firm(s), or corporation(s) which 
shall perform the construction of the facilities for increasing the production 
capacity of the Plant Facilities. 

E. Architect Engineer shall mean the person, firm, or corporation responsible 
for performing all design engineering and architectural studies, preparing flow 
diagrams and balances, preparing all working drawings, specifications, and 
details for designing or specifying the size capacity and type of all production 
equipment, for preparing cost estimates, and for providing professional and 
technical consulting and advisory and supervising services related thereto. 

F. Subcontract unless otherwise provided, shall mean any contractual com- 
mitments wholly or in part at the site of the work or elsewhere, of a specific 
part of the work described in the Article entitled “Statement of Work,” and 
shall include purchase orders for material equipment supplied and/or services, 
but shall not include any contract for employment. 


ARTICLE II—STATEMENT OF WORK 


2. The Contractor shall be responsible for performing or causing to be per- 
formed by subcontract, in accordance with the highest standards of professional 
competence and good busines practices, and in the manner hereinafter set forth, 
the following activities: 

A. To fully organize and complete the expansion program of the Plant Facili- 
ties as to result in an integrated plant capable of producing at the rate of at 
least 49,000,000 pounds of nickel contained in nickel oxide, per annum, not 
later than twenty-four (24) months from date of execution of construction 
subcontract as hereinafter provided. 

B. Negotiate an Architect Engineering service subcontract to perform the 
services specified in Article I (EB). 

C. Negotiate with a qualified and approved constructor a subcontract for the 
furnishing of labor, material, services, supplies, transportation, and equipment 
required in the construction of the expanded facilities and for the procurement, 
shipping, delivery, and installation of all required equipment and machinery, 
all in accordance with approved plans, details, and specifications. 

D. Provide required technical and metallurgical data and information per- 
taining to plant operational requirements to form the bases of the Architect 
Engineer flow diagrams, designs, plans, and specifications. 

EK. Administer, supervise, and direct the work of the Architect Engineer 
and the construction subcontractor in all phases of their activities, in a manner 
to assure the expeditious and economical completion of the expansion program. 

F. Prepare and submit to the Government, initially and periodically there- 
after, budget of funds required for the prosecution of the several activities. 
Receive, deposit, expend, or advance and account for funds provided or ad- 
vanced by the Government, all in a manner herein provided in Article V, 
Paragraph 10. 

G. Maintain records and prepare or cause to be prepared and submit to the 
Government, work progress forecasts and accomplishment reports, accounting 
reports, material and equipment schedules, and such other schedules and reports 
as the Government shall reasonably require. 

H. Coordinate the activities of the constructor and all others including the 
Architect Engineer and the plant operation contractor in a manner to cause 
the most expeditious performance of the expansion program with the least 
possible interference with the operations and production of the plant. 

I. Schedule and followup procurement, shipments, and delivery of equipment 
and materials to assure proper sequence and time delivery as required. 

3. The Contractor agrees fully to perform all of the above and such related 
and/or contingent obligations and functions as are required to prosecute and 
complete the expansion program in strict conformance with the approved 
designs, plans, specifications, and details. 
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ARTICLE III—ARCHITECT ENGINEERING WORK 


4. The Contractor shall be responsible for recommending to the Government 
the Architect Engineer subcontractor best qualified for completion of the work 
specified under Article II B. and the Government shall have the right of 
concurrence or nonconcurrence with such recommendation. If the Contractor’s 
recommendation is to have the Architect Engineer now engaged in designs, 
plans, and studies heretofore mentioned, and if such recommendation is con- 
curred in by the Government, then the Contractor shall cause its subsidiary 
corporation, Nickel Processing Corporation, to assign to the Contractor the 
Design Engineering Letter Contract between Nickel Processing Corporation and 
H. K. Ferguson Company, Inc., dated January 9, 1953, together with any and 
all data, details, and benefits thereunto appertaining. The Contractor shall 
thereupon negotiate a formal subcontract with H. K. Ferguson Company, Inc. 
Upon execution of the said Design Engineering subcontract by the Architect 
Engineer and the Contractor, the said subcontract shall be submitted to the 
Government for its written concurrence therein and said subcontract shall not 
become effective or binding upon either the Contractor or the Architect Engineer 
until each of them shall receive written notice of the Government’s concurrence 
therein. 

5. The Contractor shall cause the performance and completion of the Architect 
Engineering work so as to assure the earliest possible accomplishment of the 
plant expansion work in accordance with sound engineering and good business 
practices. At the earliest date feasible, and consistent with the time schedules 
provided for hereafter in Paragraph 9. hereof, Contractor shall cause the Archi- 
tect Engineer to prepare and submit to the Contractor schedules of the time in 
which the design of the expansion program can be accomplished. The Contractor 
will promptly transmit said schedules and revisions thereto to the Government 
and Contractor will see that such schedules are maintained. 





ARTICLE IV—CONSTRUCTION WORK 




































6. The Contractor will use its best efforts and judgment to identify and select 
persons, firms, or corporations which Contractor deems best able and qualified 
to perform the construction of the expansion of the Plant Facilities hereinabove 
set forth. 

7. Immediately, and in no event later than fifteen (15) days from the date of 
execution of this contract by the Government and the Contractor, the Contractor 
shall submit the names of the persons, firms or corporations so selected to the 
Government, and with said submission the Contractor will further submit its 
recommendation of which one of said persons, firms or corporations should be 
engaged by Contractor to perform such construction work. Thereupon, the Gov- 
ernment shall submit to the Contractor either written notification of its concur- 
rence in the Contractor’s recommendation or a written request for the Contractor 
to make a recommendation of another person, firm, or corporation to perform 
the said construction work required. 

8. Upon receipt of written notification from the Government of its concurrence 
in Contractor’s recommendation of a person, firm or corporation to perform the 
aforesaid construction work, the Contractor shall proceed, with due diligence and 
the exercise of its best judgment, to negotiate with the person, firm or corpora- 
tion selected to do the said construction work (hereinafter sometimes called the 
“Constructor”’) a subcontract providing for the construction of the Plant Facili- 
ties expansion work as detailed in the plans and specifications of the Architect 
Engineer. Upon execution of the construction subcontract by the Contractor and 
the Constructor, the said subcontract shall be submitted to the Government for 
its written concurrence therein and said subcontract shall not become effective 
or binding until each of them shall receive written notice of the Government’s 
concurrence therein. 

9. Upon the subcontract for the construction work becoming effective, as here- 
inbefore provided, the Contractor shall cause the Constructor to commence 
promptly to perform the said subcontract. The Contractor shall use its best 
efforts, in accordance with the highest standards of professional competence 
and good business practices, to supervise and to expedite the performance of the 
construction work so as to assure the earliest possible accomplishment of the 
expansion of the Plant Facilities in accordance with sound engineering and good 
business practices. At the earliest date feasible, Contractor shall cause the 
Constructor to prepare and submit to the Contractor schedules of the time in 
which construction of the expanded facilities shall be accomplished in accord- 
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ance with the plans and specifications of the Architect Engineer, but the sched- 
ules for completion of the said construction work shall in no event provide for 
a later date of completion of the expansion of the Plant Facilities than twenty- 
four (24) months after receipt of the Government’s written concurrence in the 
subcontract for construction work. The Contractor will promptly transmit said 
schedules to the Government and Contractor will cause said schedules to be 
maintained. 
ARTICLE V—THE FUND 


10. Subject to the following terms and conditions the Government will make 
available to the Contractor from time to time, for the purposes required under 
this contract, such sums of money which may total, but may not exceed, the then 
currently approved estimate of the cost of work under this contract. The amount 
of the initially approved estimate of cost is Thirty-Nine Million Nine Hundred 
Seventy Thousand Dollars ($39,970,000) exclusive of Contractor’s fixed fee, as 
provided in Article VII, Paragraph 13. However, neither the Government nor 
the Contractor warrant completion of the expansion program herein provided 
for the aforesaid estimate or any revision thereof. 

A. Promptly upon the execution of this contract, the Contractor shall submit 
to the Government, in writing and in form satisfactory to the Government, an 
estimate of funds required by the Contractor for the performance of this con- 
tract for such initial period as Contractor deems necessary but not to exceed 
sixty (60) days. The initial request and all subsequent requests for replenish- 
ment of the fund will be subject to approval by the Government. Thereupon, 
the Government shall promptly advance to the Contractor funds equal to the 
amount so approved. The monies so advanced shall constitute a fund from which 
Concractor shall make disbursements for the accomplishment of this contract 
and any subcontract made hereunder. To replenish this fund, Contractor shall 
periodically, but not less often than monthly, submit to the Government a request 
for funds, supported by a cash flow sheet satisfactory to the Government, show- 
ing expenditures to be made by the Contractor from funds to be made available 
by the Government, such funds to be expended by the Contractor in accordance 
with and pursuant to the schedule of estimated expenditures which has been 
approved by the Government. The Contractor shall also furnish a monthly 
statement of cumulative costs in form and substance satisfactory to the Gov- 
ernment, together with such other reports with respect to the progress of con- 
struction and costs related thereto as the Government shall require. 

B. All monies advanced to the Contractor from the fund set forth in the 
preceding paragraph shall be deposited by the Contractor in a special account 
in a bank or banks approved by the Government, and Contractor shall not com- 
mingle such funds or any revenue or other income from this project with any 
other funds. 

Cc. The Contractor shall make such payments from this fund to the subcon- 
tractors under this contract as the terms of said subcontract shall require. 

D. The Government shall have a lien, paramount and overriding all others, 
upon the credit balance in said special account in which the funds advanced 
are deposited. 

E. The Contractor shall return to the Government any balance remaining in 
the fund’s special account upon completion, cancellation, or termination of this 
contract. 

F. The Contracting Officer may, by written notice to the Contractor, revise 
the initial estimate of the work, exclusive of the fixed fee and from time to 
time further revise any revised estimate of such cost, but payments on account 
of cost shall not in the aggregate at any time exceed the estimated cost of work 
then currently in effect under the provisions of this Article. The Contractor 
shall notify the Contracting Officer, in writing, when the aggregate of expendi- 
tures and outstanding commitments allowable under this contract are equal to 
eighty-five percent (85°) of the then current estimate of cost. 

11. The Contractor shall maintain current costs data to reflect the cost of 
performing the work under this contract at all times while the work is in 
progress. 

ARTICLE VI—ACCOUNTING 


12. The Contractor shall maintain proper books and records of accounts, 
satisfactory to the Government, for the performance of this contract and all 
matters relating thereto. The Contractor shall cause any and all subcon- 
tractors under this contract to maintain similar books and records of accounts, 
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The Contractor and any subcontractors hereunder shall make available to the 
Government for audit and inspection, its books and records of every nature 
hereunto pertaining. 


ARTICLE VII—CONTRACTOR’S FEE 


13. For its services in performing its obligation hereunder, the Government 
shall pay the Contractor the sum of Thirty Thousand Dollars ($30,000) which 
shall constitute complete compensation for Contractor’s services to be per- 
formed hereunder, including profit, but excluding allowable costs as defined in 
Paragraph 14. 


ARTICLE VIII—-COSTS TO BE PAID BY THE GOVERNMENT 


14. The Government shall pay all costs properly incurred by the Contractor 
for the purposes of and in accordance with this contract, provided : 

A. That such costs shall not inelude the salaries of Contractor’s corporate 
officers, expenses incurred in conducting Contractor’s main office or regularly 
established branch offices (such as rent, local telephone fees, general office ac- 
eounting, stenographic and messenger service, nor overhead expenses of any 
kind pertaining thereto); and interest on capital employed or on borrowed 
money. 

B. That such costs may include the salaries and expenses, including travel 
expenses, to the extent approved by the Government, of other general employees 
of the Contractor for the time during which their services are directly and 
exclusively devoted to the performance of Contractor’s obligations under this 
Agreement. 

©. Contractor shall submit to the Government, and obtain its approval, of 
salary schedules of all persons whose salary or proportionate part of salary 
or compensation is chargeable to the cost of the work. The amounts paid to 
such persons by the Contractor in excess of the salary or compensation rate so 
stated on such approved salary schedules, shall not be chargeable to the cost 
of the work unless submitted to and approved in writing by the Government. 

D. Contractor hereby agrees to obtain the most favorable cash discount 
privileges available in purchasing materials and supplies under this contract, 
and to certify for payment bills and accounts rendered for such materials and 
supplies, within the discount period allowed. All discounts, rebates, and similar 
receipts will be credited to the cost of the facilities. 

Ik. Upon completion of the work and its final approval in writing by the 
Government, the Government shall pay the unpaid balance of costs of the work, 
less any sums that may be necessary to settle any claims which the Government 
may have against the Contractor. 

F. The Government shall approve the completed work with reasonable 
promptness. Prior to final payment and as a condition thereto, Contractor 
shall furnish the Government with a verified certificate of Contractor, that 
all bills and claims have been satisfied, except as stated therein, and a release 
of all claims against the Government, whether of the Contractor or of others, 
arising under and by virtue of this contract, other than such claims as may be 
specifically excepted by the Government from the operation of the release in 
stated amounts to be set forth therein. 


ARTICLE IX—-BONDS AND INSURANCE 





15. Contractor shall procure and maintain such bonds and insurance in such 
company or companies as are required by law and pursuant to the written di- 
rection and approval of the Contracting Officer. The terms of any such bond 
or insurance policies shall be submitted to the Contracting Officer for approval. 
The Contractor shall not procure or maintain for its own protection any in- 
surance (including self-insurance or reserves) covering loss or destruction of 
or damage to Government-owned property unless specifically directed to do so 
by the Contracting Officer. 

16. In the event additional insurance coverages are considered to be necessary 
by the Contractor, detailed information setting forth the reasons and conditions 
requiring additional coverage must be furnished to the Contracting Officer for 
consideration and approval before the Contractor shall obtain the same. 


DEFENSE PRODUCTION ACT 69 


ARTICLE X——PURCHASING AND PROCUREMENT 


17. A. The Contractor, in setting up the procedure for purchasing or procur- 
ing the equipment, services, and supplies for the accomplishment of the plant- 
expansion program, whether done by the Contractor or a subcontractor here- 
under, shall submit to the Government for its approval any purchase or pro- 
curement calling for the expenditure of more than Five Hundred Dollars 
($500.00). 

B. The Government shall have the right to furnish such equipment, materials, 
and supplies as it may elect from Government stockpiles, inventories or surplus 
equipment upon mutual agreement by the Contractor and the Government that 
the said equipment, materials or supplies are suitable for the purposes for 
which they are to be used under this contract. 

C. The Government reserves the right, upon ten (10) days’ written notice from 
the Contracting Officer to the Contractor, to pay directly to the persons con- 
cerned, any charges for services, materials, freight or equipment which other- 
wise would be allowable under this contract. Any payment so made shall dis- 
charge the Government of all liability to the Contractor therefor. 


ARTICLE XI—APPROVAL, INSPECTION AND CHANGE ORDERS 


18. The Government shall, through its duly authorized and identified rep- 
resentatives, have the right to inspect, examine, and test and approve all mate- 
rial and workmanship at any and all places where manufacture and construction 
are carried on, and at any time during manufacture and construction; and 
may inspect the site, buildings, machinery or equipment and other property 
to be acquired or produced pursuant to this subcontract or any subcontract 
hereunder at all reasonable times. 

19. The Government shall have the right to approve the plans, specifications, 
and work performed or to be performed, and to require correction of any errors 
or omissions in and to make changes in, deductions from or additions thereto. 
The Contractor shall have the right to submit to the Contracting Officer for 
approval any such plans or specifications not previously approved by the Gov- 
ernment. Additions to or deductions from fee will be made only when exercise 
of the Government’s right hereunder materially affects the scope of the work. 
Requests for additions to the Contractor’s fee shall be made in writing to the 
Contracting Officer. 


ARTICLE XII—INDEPENDENT CONTRACTOR 


20. Contractor shall be an independent contratcor, and any provision in this 
contract which gives the Government the right to direct Contractor as to the 
methods of performing the work, or to exercise control over the work shall 
be deemed to mean, and shall mean, that Contractor shall fulfill the desires of 
the Government in the results of the work within scope of approved plans and 
specifications, and in the means whereby the work is to be accomplished. Subject 
to this limitation, Contractor shall use its own discretion and shall have com- 
plete and authoritative control over the work and as to the details of the per- 
formance of the work. This Article shall not be interpreted as voiding or limit- 
ing the rights of the Government provided in Paragraphs 18 and 19 of Article 
XI. 

ARTICLE XIII—TIME OF ESSENCE 


21. It is understood and agreed by the parties hereto that time is of the 
essence in this contract, but neither of the parties hereto guarantees completion 
of the expansion program within the twenty-four (24) months’ period set forth 
in Paragraph 9 hereof. 

ARTICLE XIV—FORCE MAJEURE 


22. In no event shall the Contractor be responsible for losses or liabilities 
arising out of nonperformance or delay in performance of this contract because 
of any delays in the completion of the work due to unforeseeable causes beyond 
the control and without the fault or negligence of the Contractor, including, but 
not restricted to, acts of God, or of the public enemy, acts of the Government, in 
either its sovereign or contractual capacity, acts of another contractor in the 
performance of a contract with the Government, fires, floods, epidemics, quaran- 
tine restrictions, strikes, freight embargoes, and unusually severe weather, or 
delays of subcontractors or suppliers due to such causes: Provided, That the 
Contractor shall immediately notify the Government of any such delay in writ- 
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ing, setting forth the causes of such delay. The Government shall ascertain 
the facts and the extent of the delay and extend the time for completing the 
work when in its judgment the findings of fact justify such an extension, and 
its findings of fact thereon shall be final and conclusive on the parties hereto, 
subject only to appeal as provided in Article XXII hereof. 


ARTICLE XV——REPORTS 


23. The Contractor agrees to furnish the Government such periodic and 
special reports as may from time to time be reasonably required. 


ARTICLE XVI-——-PERMITS AND RESPONSIBILITY OF WORK, ETC. 


24. The Contractor shall obtain or cause to be obtained all licenses and permits 
required for the prosecution of the work. The Contractor shall be responsible 
for all damages to persons or property that occur as a result of its fault or 
negligence, or failure to provide proper safeguards, in connection with the 
prosecution of the work. The Contractor shall also be responsible for all mate- 
rials delivered and work performed until completion and final approval, except 
for any completed unit thereof which theretofore may have been finally approved. 


ARTICLE XVII 





PATENT INDEMNITY 


25. The Contractor agrees to incorporate in any and all subcontracts here- 
under a patent indemnity clause substantially as follows: 

“Except as otherwise provided, the subcontractor agrees to indemnify the Gov- 
ernment. and its officers, agents, and employees against liability, including costs 
and expenses, for infringement upon any Letters Patent of the United States 
(except Letters Patent issued upon an application which is now or may here- 
after be, for reasons of national security, ordered by the Government to be kept 
Secret or otherwise withheld from issue) arising out of the performance of this 
subcontract or out of the use or disposal by or for the account of the Govern- 
ment of supplies or equipment furnished or construction work performed 
hereunder.” 


ARTICLE XVIII—SECURITY REGULATIONS 





26. The Contractor agrees to conform to all security, safety, and fire-protection 
regulations and requirements of the operating contractor and/or the Government. 


ARTICLE XIX—-CONTROL OF EMPLOYEES 





27. The Contractor shall be responsible for maintaining satisfactory stand- 
ards of employee competency, conduct, and integrity and shall be responsible for 
taking such disciplinary action with respect to his employees as may be neces- 
Sary. If the Contractor fails to remove any employee whom the Government 
deems incompetent, careless, or insubordinate, or whose continued employment 
on the work is deemed by the Government to be contrary to the public interest, 


the Government reserves the right to require the Contractor to remove the 
employee. 















ARTICLE XX—NONWAIVER OF DEFAULTS 





28. Any failure by Government at any time, or from time to time, to enforce 
or require the strict keeping and performance of any of the terms or conditions 
of this contract shall not constitute a waiver of such terms or conditions, and 
shall not affect or impair such terms or conditions in any way, or the right of 
xovernment at any time to avail itself of such remedies as it may have for any 
breach or breaches of such terms or conditions. 


ARTICLE XXI—NOTICES 


29. Any notice or order provided for in this contract shall be considered as 
having been given 
A. To the Government, if delivered personally to its designated representative 
at the site of the work, with authority to act for it, and if mailed, to Nickel- 
Graphite Committee, General Services Administration, Washington, D. C.; 
B. To Contractor, if delivered personally to its Superintendent at the site of 


the work, or if mailed, to National Lead Company, 111 Broadway, New York 6, 
New York. 
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ARTICLE XXII—DISPUTES 


30. Except as otherwise provided in this contract, any dispute concerning a 
question of fact arising under this contract which is not disposed of by agree- 
ment, shall be decided by the Nickel-Graphite Committee which shall reduce its 
decision to writing, and mail or otherwise furnish a copy thereof to the Con- 
tractor. Within thirty (30) days from receipt of such copy, the Contractor may 
appeal by mailing or otherwise furnishing to the Nickel-Graphite Committee a 
written appeal addressed to the Administrator of General Services, and the 
decision by the Administrator or his duly authorized representatives for the 
hearings of such appeals, shall, unless determined by a Court of competent 
jurisdiction to have been fraudulent, arbitrary, capricious, or so grossly erroneous 
as necessarily to imply bad faith, be final and conclusive. 

31. In respect to any term of this contract which provides that the parties 
hereto shall come to agreement and the parties are in good faith, unable so to 
agree, the matter shall be decided by the Administrator of General Services, 
and such decision shall be final. 

32. Each party shall, in either instance, have the right and opportunity to he 
heard and present evidence in support of its position. Pending final decision of 
a dispute or inability to agree hereunder, the Contractor shall proceed diligently 
with the performance of the contract and in accordance with the Nickel-Graphite 
Committee’s decision. 


ARTICLE XXIII—TERMINATION 


33. Should conditions arise which, in the opinion of the Government make it 
advisable or necessary in the interest of the national welfare or for the con- 
venience of the Government, to cease work under this contract, or should Con- 
tractor, at any time, refuse or fail to prosecute the work with promptness and 
diligence in accordance with the time schedules required by Paragraph 9 hereof, 
or be guilty of a violation of the terms of this contract, the Government may 
terminate this contract by written notice to the Contractor. Such termination 
shall be effected in the manner specified in said notice and shall be without 
prejudice to the claims of either party hereto. On receipt of such notice, the 
Contractor shall, unless the notice directs otherwise, immediately discontinue 
the work and the placing of orders for materials, equipment, and supplies in 
connection with the performance of this contract, and shall, if requested, make 
every reasonable effort to procure cancellation of all existing commitments 
upon terms satisfactory to the Government, and shall, thereafter, do only such 
work as may be necessary to preserve and protect work already in progress and 
to protect materials and equipment at the site or in transit thereto. 

34. If the contract is terminated for the fault of the Contractor, the Govern- 
ment May enter upon the job site and for the purpose of completing the work, 
take possession of any or all materials, tools, machinery, equipment, and ap 
pliances which may be owned by or may be in possession of the Contractor and 
Government shall have all options, privileges, and rights of Contractor necessary 
for the completion of the work and the Government may complete or employ 
any other person or persons by assignment of subcontracts or otherwise to com- 
plete said work. 

35. Pursuant to this Article, upon termination of this contract, final settlement 
of all claims of Contractor arising out of this contract shall be made as follows: 

A. The Government shall assume and become liable for all obligations, com- 
mitments, and claims that the Contractor may have theretofore, in good faith 
undertaken or incurred in connection with the work and in accordance with the 
provisions of this contract, and Contractor, as a condition of receiving the pay- 
ments mentioned in this Article, shall execute and deliver all such papers and 
take such steps as Government may require for the purpose of fully vesting in 
the Government the rights and benefits of the Contractor under such obligations 
or commitments. 

B. Government shall pay all costs incurred in connection with the work and 
chargeable under Paragraph 12 and not previously paid. 

C. The Government shall reimburse the Contractor for such fund expendi- 
tures after the date of termination for the protection and disposal of Govern- 
ment property and for accounting services in connection with the settlement 
of this contract as are required or approved by the Government. 

D. In the event the Government enters upon the job site for the purpose of 
completing the work as provided above, the Government shall pay rentals to 
the Contractor for construction equipment which the Contractor owns and 
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which is at the site in connection with the work at rental rates to be mutually 
agreed upon. 

E. If the contract is not terminated for the fault or omission of the Con- 
tractor, the Contractor will be paid that proportion of the fixed fee which the 
work actually completed bears at the date of termination to the entire work 
under this contract, less fee payment previously made. If the contract is ter- 
minated due to fault of the Contractor, the Government shall not be required 
to make any additional payment on account of the fee. 

36. In the event of termination without fault of the Contractor, Contractor 
shall either terminate subcontracts made hereunder, or at the election of the 
Government, assign any or all such subcontracts to the Government for direct 
settlement of subcontractor’s claims. To the extent that such subcontracts are 
so assigned, Contractor will be relieved of its obligations thereunder. 


ARTICLE XXIV—OTHER WORK 


37. The Contractor shall use its best efforts, and cause any subcontractor 
hereunder to use its best efforts, so that the ultimate objective will be accom- 
plished of completing the program of expanding the productive capacity of the 
plant as expeditiously as possible with a minimum of interference with the 
present rate of production. 


ARTICLE XXV-——-RATES OF WAGES (CUBA) 


38. The Contractor agrees to pay rates of wages in accordance with the laws 
and regulations of Cuba, and to require subcontractors to do so, and Contractor 
agrees to furnish a table or schedule of the minimum rates of wages for com- 
mon laborers and skilled tradesmen, certified and approved by the Embassy of 
the United tSates of America in Cuba, which shall be incorporated and made 
a part of the contract. 

ARTICLE XXVI—PROPERTY 


39. The Government reserves the right to furnish any property or services 
required for the performance of the work, which the Government and the Con- 
tractor shall mutually agree is suitable for the purpose for which it is intended. 

40. Unless otherwise directed by the Contracting Officer, title to all materials, 
equipment, supplies, and tangible personal property of every kind and descrip- 
tion, whether purchased by the Contractor or any subcontractor, the cost of 
which is allowable under this contract, shall pass directly from the vendor to 
the Government without vesting in the Contractor, and such title shall vest in 
the Government at the time payment is made therefor by the Government or the 
Contractor or upon delivery thereof to the Government or the Contractor, which- 
ever event shall first occur. This provision for passage of title shall not relieve 
the Contractor of any of its duties or obligations under the contract. 

41. The Government reserves the right to reject or accept any item of property 
or material which is not suitable for inclusion in the work. The Contractor 
shall dispose of any rejected items as the Government shall elect. 

42. To the extent directed by the Government, the Contractor shall identify 
Government-owned property coming into the Contractor’s possession or custody, 
by marking or segregating in such a way as shall clearly indicate ownership by 
the Government. 

43. The Contractor shall be responsible for loss or destruction of or damage 
to Government-owned property in the Contractor’s possession or custody when 
such loss, destruction or damage is the result of his fault or negligence in 
connection with the prosecution of the work. 

44. The Contractor shall take all reasonable precautions in accordance with. 
good industrial and construction practices to safeguard and protect Govern- 
ment-owned property in Contractor’s possession or custody, and shall properly 
care for and protect all materials delivered and work performed until completion 
and acceptance. 

45. In the event of any loss, damage, or destruction of Government-owned 
property in his possession or custody, Contractor shall immediately notify the 
Contracting Officer of the occasion and extent thereof and shall take all reason- 
able steps to protect the remaining property and shall repair or replace the lost, 
destroyed, or damaged property if and as directed by the Contracting Officer, but 
shall take no action prejudicial to the right of the Government to recover there- 
for and shall furnish the Government on request all reasonable assistance in 
obtaining recovery. 
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46. Except as otherwise directed by the Contracting Officer or agreed upon 
by the Government and the Contractor, all sketches, flow charts, diagrams, draw- 
ings, designs, plans, specifications, reports, books of account, and supporting 
documents relating to this contract and other data evidencing costs and revenues 
approved under this contract, shall be the property of the Government and shall 
be delivered to the Government or otherwise disposed of by the Contractor, either 
as the Contracting Officer may, from time to time, direct during the progress of 
the work or upon completion of termination of his contract and final audit of all 
accounts hereunder. All other records in possession of the Contractor or of any 
subcontractor hereunder relating to this contract shall be preserved by the 
Contractor for a period of five (5) years after final settlement of the contract 
or otherwise disposed of in such manner as may be agreed upon by the Govern- 
ment and the Contractor. 


ARTICLE XXVII—-SPECIFICATIONS AND DRAWINGS 


47. Contractor shall keep a copy of the drawings and specifications at the 
plant and shall at all times give any duly authorized and identified representa- 
tive of the Government access thereto. 


ARTICLE XXVIII—-COVENANT AGAINST CONTINGENT FEES 


48. The Contractor warrants that no person or selling agency has been em- 
ployed or retained to solicit or secure this contract upon an agreement or under- 
standing for a commission, percentage, brokerage, or contingent fee, excepting 
bona fide employees or bona fide established commercial or selling agencies main- 
tained by the Contractor for the purpose of securing business. For breach or 
violation of this warranty, the Government shall have the right to annul this 
contract without liability or in its discretion to deduct from the Contractor’s fee 
the full amount of such commission, percentage, brokerage, or contingent fee. 


ARTICLE XXIX—-OFFICIALS NOT TO BENEFIT 


49. No member of or Delegate to Congress, or Resident Commissioner, shall be 
admitted to any share or part of this contract, or to any benefit that may arise 
therefrom; but this provision shall not be construed to extend to this contract 
if made with a corporation for its general benefit. 


ARTICLE XXX—BUY AMERICAN ACT 


50. The Contractor agrees that in the performance of the work under this 
contract, the Contractor, subcontractors, material men, and suppliers shall use 
only such unmanufactured articles, materials, and supplies (which term “articles, 
materials, and supplies” is hereinafter referred to in this clause as “supplies” 
as have been mined or produced in the United States, and only such manufae- 
tured supplies as have been manufactured in the United States substantially all 
from supplies mined, produced, or manufactured, as the case may be, in the 
United States. Pursuant to the Buy American Act (41 U. S. C. 10a—d), the fore- 
going provisions shall not apply (i) with respect to supplies excepted by the 
Administrator of General Services from the application of that Act; (ii) with 
respect to supplies for use outside the United States; or (iii) with respect to the 
supplies to be used in the performance of work under this contract which are 
of a class or kind determined by the Administrator of General Services or his 
duly authorized representative not to be mined, produced, or manufactured, as 
the case may be, in the United States in sufficient and reasonably available 
commercial quantities and of a satisfactory quality; or (iv) with respect to such 
supplies, from which the supplies to be used in the performance of work under 
this contract are manufactured, as are of a class or kind determined by the 
Administrator of General Services or his duly authorized representative not to 
be mined, produced, or manufactured, as the case may be, in the United States 
in sufficient and reasonably available commercial quantities and of a satisfae- 
tory quality, provided that this exception (iv) shall not permit the use in the 
performance of work under this contract of supplies manufactured outside the 
United States if such supplies are manufactured in the United States in suffi- 
cient and reasonably available commercial quantities and of a satisfactory 
quality. 
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ARTICLE XXXI—-SUBCONTRACTS 


51. Any and all subcontracts entered into by the Contractor pursuant to this 
contract shall provide and recite that said subcontract is made pursuant to 
and in furtherance of the performance of this contract and said subcontract 
is subject to the provisions of this contract where applicable, and not in conflict 
with the laws of Cuba. The Contractor further agrees that a breach of any of 
the requirements of these provisions may be grounds for termination of this 
contract. 

ARTICLE XXXII—EXAMINATION OF RECORDS 


52. A. The Contractor agrees that the Comptroller General of the United 
States or any of his duly authorized representatives shall, until the expiration of 
three years after final payment under this contract, have access to and the right 
to examine any directly pertinent books, documents, papers, and records of the 
Contractor involving transactions related to this contract. 

B. The Contractor further agrees to include the following provisions, with 
appropriate insertions, in all his subcontracts hereunder : 

“(Name of subcontractor) agrees that the Comptroller General of the United 
States or any of his duly authorized representatives shall, until the expiration 
ef three years after final payment under prime contract (contract symbol and 
number) between the United States of America and (Name of Contractor), 
have access to and the right to examine any directly pertinent books, documents, 
papers, and records of (Name of subcontractor) involving transactions related 
to this contract.” 

ARTICLE XXXIII—LIENS 


53. Contractor shall indemnify and save harmless Government from all claims, 
demands, causes of action, or suits of whatever nature arising out of the labor 
and materials furnished by Contractor or its subcontractors under this contract, 
and from all laborers’, materialmen’s, and mechanics’ liens upon the real property 
upon which the work is located arising out of the labor and materials furnished 
by Contractor or any of its subcontractors under this contract, and shall keep 
said property free and clear of all liens, claims, and encumbrances arising from 
the performance of this contract by Contractor or its subcontractors. 


ARTICLE XXXIV—RENEGOTIATION 


54. It has been determined that this contract has a direct and immediate con- 
nection with the National Defense and is subject to the Renegotiation Act of 1951 
(65 Stat. 7; 50 U. S. C., app. 1211, et seq.) and shall be deemed to contain all the 
provisions required by Section 104 of said Act. 

55. The Contractor (which term as used in this Article means the party con- 
tracting to furnish the materials or perform the work required by this contract) 
agrees to insert the provisions of this Article, including this paragraph, in all 
subcontracts as required by Section 104 of the Renegotiation Act of 1951; pro- 
vided, that the Contractor shall not be required to insert the provisions of this 
Article in any subcontract of a class or type which is exempt from negotiation 
by or pursuant to Section 106 of said Act. 

56. Nothing contained in this Article, however, shall impose any renegotiation 
obligation with respect to this contract or any subcontract hereunder which is 
not imposed by or pursuant to an Act of the Congress, heretofore or hereafter 
enacted. 

ARTICLE XXXV—AUTHORITY 


57. This contract is made and entered into pursuant to the Federal Property 
and Administrative Services Act of 1949, as amended ; the Defense Production Act 
of 1950, as amended; the National Industrial Reserve Act of 1948; the First War 
Powers Act of 1941, as amended; and the Strategic and Critical Materials Stock- 
piling Act, as amended. 
UNITED STATES OF AMERICA, 
Acting by and Through 
ADMINISTRATOR OF GENERAL SERVICES, 
By J. P. PINKLEY, 
Chairman, Nickel-Graphite Committee. 
Accepted this 30th day of April 1954. 
NATIONAL LEAD CO., 
By H. C. WILDNER, 
Vice President. 
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AMENDMENT No. 1 Contract No. GS—OO-B(D)-1516 BETWEEN UNITED STATES OF 
AMERICA AND NATIONAL LEAD COMPANY 


This Amendment made and entered into this 13th day of December 1954, by 
and between the UNirep STATES OF AMERICA, acting by and through the ApMIN- 
ISTRATOR OF GENERAL SERVICES, and the NATIONAL Leap ComPaANy ; 


WITNESSETH 


In consideration of the mutual purpose of the parties hereto in clarifying 
certain rights, obligations and duties of the parties hereto as assumed by each 
of them in Contract GS—OO-B(D)-1516, dated April 30, 1954, and for correcting 
certain errors therein contained, and for more fully expressing the intent of the 
parties thereto, it is agreed by and between the parties hereto as follows: 

1. That this document is hereby designated as “Amendment No. 1 to Contract 
GS—OO-B(D)-1516”, and that all definitions of terms and words as found 
therein are applicable hereto. 

2. That the fifth line on page 17 of said Contract No. GS—-OO-B(D)-1516, 
Article XI, paragraph 18 thereof, shall hereafter read as follows: 

“* * * or produced pursuant to this contract or any subcontract here * * *”, 


3. That the second line of that part of paragraph 20 which is on page 18 of 
said contract shall hereafter read as follows: 
“* * * of approved plans and specifications, and not in the means whereby 
the: &, ©. S3 

4. That on page 25 of said contract, the third line of subparagraph “B” of 
Article X XIII, paragraph 35, shall hereafter read as follows: 
“* * * Paragraph 14. and not previously paid”. 


- 


5. That a new Article XXXV entitled “Nondiscrimination in Employment” 
and new paragraphs to be numbered “57” and “58” be inserted in Contract 
GS—OO-B (D)-1516 as follows: 


“ARTICLE XXXV—NONDISCRIMINATION IN EMPLOYMENT 


“57. In connection with the performance of work under this contract, the Con- 
tractor agrees not to discriminate against any employee or applicant for employ- 
ment because of race, religion, color, or national origin. The aforesaid provi- 
sion shall include, but not be limited to, the following: employment, upgrading, 
demotion, or transfer; recruitment or recruitment advertising; layoff or termi- 
nation; rates of pay or other forms of compensation; and selection for train- 
ing, including apprenticeship. The Contractor agrees to post hereafter in 
conspicuous places, available for employees and applicants for employment, 
notices to be provided by the Contracting Officer setting forth the provisions of the 
nondiscrimination clause. 

“58. The Contractor further agrees to insert the foregoing provision in all 
subcontracts hereunder, except subcontracts for standard commercial supplies or 
raw materials.” 

6. That a new Article XXXVI entitled “Compliance With Law” and a new 
paragraph to be numbered “59” be inserted in Contract GS-OO-B (D)-1516 as 
follows: 

“ARTICLE XXXVI—COMPLIANCE WITH LAW 


“59. In the performance of this contract, Contractor agrees to comply with all 
stipulations and representations required by applicable l'ederal and Cuban laws, 
regulations, decrees, and executive orders, and further agrees to include a similar 
statement to the foregoing as a part of all subcontracts entered into by Con- 
tractor in connection with this contract.” 

“Article XX XV—Authority,” paragraph “57” of Contract GS-OO-B (D)-1516, 
should be renumbered as follows: 
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“ARTICLE XXXVII—AUTHORITY 


“60. ** * 

8. Except as modified herein, all terms and conditions of GS-OO-B (D)-1516 
remain in full force and effect. 

The effective date of this Amendment is April 30, 1954. 


UNITED STATES OF AMERICA, 
Acting by and through 
ADMINISTRATOR OF GENERAL SERVICES, 
By J. P. PINKLEY, 
Chairman, Nickel-Graphite Committee. 


Accepted this 13th day of December 1954. 
NATIONAL LEAD COMPANY, 
By H. C. WILDNER, 
Vice President. 


Sugpcontractr (To Contract No. GS-00—-B (D)-1516) BrTWeen NATIONAL LEAD 
SOMPANY AND THE H. K. FERGUSON COMPANY 


This Subcontract, made and entered into as of the 1st day of August 1954, by 
and between NATIONAL LEAD CoMPANY, a corporation organized and existing under 
and by virtue of the laws of the State of New Jersey (hereinafter sometimes 
called the “Contractor”’) and The H. K. Ferguson CoMPANY, a corporation organ- 
ized and existing under and by virtue of the laws of the State of Ohio (herein- 
after sometimes called the “Architect Engineer” ) ; 


WITNESSETH 


Whereas the Contractor has entered into Contract No. GS—00-B (D)-1516, 
dated April 30th, 1954, with the United States of America, acting by and through 
the Administrator of General Services (hereinafter sometimes called the “Govern- 
ment”), providing, among other things, for the expansion of the facilities of the 
Government-owned plant at Nicaro, Oriente Province, Republic of Cuba, from 
its present capacity of twenty-eight million (28,000,000) pounds of nickel con- 
tained in nickel oxide per year by approximately seventy-five percent (75%) 
of said present capacity of production to not less than forty-nine million (49,- 
000,000) pounds of nickel contained in nickel oxide per year; and 

Whereas said Contract recites the Contractor’s subsidiary, Nickel Processing 
Corporation, had entered into a Letter Contract, dated January 9th, 1953, with 
the H. K. Feravuson Company, as amended to date, for the preparation of pre- 
liminary engineering studies and plans and specifications for the said expansion 
of the plant facilities; and 

Whereas said Contract provides that, if the Contractor shall recommend The 
H. K. Ferauson Company to the Government as the Architect Engineer for the 
expansion program and if said recommendation is concurred in by the Govern- 
ment, their Contractor shall cause its subsidiary, Nickel Processing Corporation 
to assign to the Contractor the said Engineering Letter Contract of January 9th, 
1953 between Nickel Processing Corporation and The H. K. Frereuson ComPpaNy, 
as amended to date, together with any and all data, details and benefits there- 
unto appertaining and Contractor shall thereupon negotiate a form] Subcontract 
with The H. K. Ferguson CoMPANY; and 

Whereas the Contractor has recommended The H. K. Feracuson CoMpany to 
be the Architect Engineer of the said expansion program, by letter of June 4th, 
1954; and the Government has expressed its concurrence in said recommendation 
by a letter of June 23, 1954, from the Government to the Contractor; and 

Whereas the Contractor has caused its subsidiary, Nickel Processing Cor- 
poration, to assign to the Contractor the said Letter Contract of January 9th, 
1953, as amended to date, together with all data, details and benefits thereunto 
appertaining, by an assignment, dated as of August 1, 1954, said assignment 
being concurred in by The H. K. Fereuson Company on August 1, 1954, and ap- 
proved by the Government on November 29, 1954: 

Now, therefore, in consideration of these presents and the mutual covenants 
herein contained, it is agreed by and between the Contractor and the Architect 
Engineer as follows: 

1.0 Definitions—When, as and if used in this Subcontract, any and all terms 
shall have the same meaning and definition as the same term when used and as 
defined in the principal Contract between NATIONAL LEAD COMPANY and the 
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UNITED STATES OF AMERICA, Contract No. GS-00-B(D)-1516, dated April 
30th, 1954. 

2.0 Statement of work to be done.—The Architect Engineer shall do all of 
the architect engineering work provided for in “Report on the Plan and Cost of 
Expanded Facilities for Nickel Processing Corporation, Nicaro, Oriente Province, 
Cuba, dated December Ist, 1952” as amended in writing to date or may hereafter 
be amended in writing by written instructions from the Contractor to the 
Architect Engineer, which Report is incorporated herein and made a part hereof; 
and all architect engineering work covered in Letter Contract of January 9th, 
1953 as amended to date; and all architect engineering work covered by the 
principal Contract of April 30th, 1954 between the Contractor and the Govern- 
ment (Contract No. GS—00—-B(D)-1516), excepting that the Architect Engineer 
in this Subcontract is not to effect the architect engineering work on the build- 
ings and equipment for furnace reduction in Area B of the Nicaro Plant Expan- 
sion Program as set forth in said Report of December Ist, 1952, except and to 
the extent directed by the Contractor in accordance with the outline of work in 
Schedule C hereof. The duties of the Architect Engineer in this Subcontract 
shall include, but shall not be limited to, the duties set forth in Paragraph 2.0 
to Paragraph 2.6 of this Subcontract. 

2.1 The Architect Engineer shall obtain proposals covering process equip- 
ment, based on approved competitive bidding procedure, and may, when spe- 
cifically authorized by the Contractor and the Government, place orders for such 
equipment, subject to assignment of the purchase agreement to the Construction 
subcontractor (“Constructor”) upon direction of the Contractor. 

2.2 Except as hereinafter specifically provided, Architect Engineer shall, sub- 
ject to design criteria furnished by the Contractor, prepare all process designs 
including flow diagrams showing each operational step to perform the process, 
the nature, capacity and design characteristics of production equipment, and the 
general design of connecting flow lines to handle the calculated rates of product 
flow, together with all process materials and utility balances required for the 
expanded operation. 

2.3 Provide necessary topographical and other field surveys, test borings and 
subsurface investigation, prepare preliminary studies, layout plans and reports, 
including such preliminary estimates of costs of proposed expansion and of all 
structures, utilities, and appurtenances thereto. 

2.4 Preparing complete designs of the work including all preliminary and 
final work drawings, specifications, preliminary estimates and details, analyzing 
and evaluating bids and proposals for equipment, procurement and checking shop 
drawings of equipment, and incorporating in the whole, operational requirements 
provided by the Contractor. 

2.5 The Architect Engineer shall furnish advisory and consulting engineering 
services in the field during the construction and installation of buildings and 
equipment at Nicaro, Oriente Province, Cuba, when, as and if directed in writing 
by the Contractor’s authorized representative in accordance with the said Report 
of December 1st, 1952, as amended, the said Letter Contract of January 9th, 1953, 
as amended, and the said principal Contract of April 30th, 1954, and any amend- 
ments thereto. 

2.6 The Architect Engineer shall perform its work under this Subcontract 
in accordance with structural and mechanical specifications, design instructions, 
operational, and other requirements specified by the Contractor and approved 
by the Government; in the event and to the extent that such specifications and 
instructions are not provided, the Architect Engineer shall employ its own stand- 
ards and perform its work hereunder in accordance with the highest standards 
of professional competence and sound industrial practice. 

3.0 Cost of work.—The Architect Engineer estimates that the cost of the 
architect engineering work, exclusive of Architect Engineer’s fee, to be performed 
pursuant to this Subcontract will be not more than ONE MILLION EIGHT HUN- 
DRED SEVEN THOUSAND and 00/100 Dollars ($1,807,000.00) ; the Architect 
Engineer further estimates that the architect engineering work to be performed 
pursuant to this Subcontract will be completed not later than May 15th, 1955, 
except for continuing engineering which must be carried out during the period 
of construction work. It is further estimated that the Architect Engineer will 
maintain a skeleton force of its personnel on the Expansion Program until its 
completion. It is mutually understood and agreed that neither the Architect 
Engineer nor the Contractor guarantees the correctness of the aforesaid esti- 
mates. 
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3.1 The cost of work shall include the following items: 

3.1.1 Labor.—Salary rates for personnel (except corporate officers) engaged 
in the direct advancement of the work (including overhead, taxes, and propor- 
tionate share of vacation and holiday pay) in accordance with the hourly rate 
schedule marked Schedule A, attached hereto and made a part hereof. Overtime 
shall be billed at the same hourly rate as straight time. Any and all overtime 
to be charged to cost of work must have prior written approval of the Con- 
tractor. 

3.1.2 Premium pay on overtime—The actual amount paid to employees of 
the Architect Engineer in excess of the straight time hourly rate for overtime 
set forth in Schedule A hereof, provided said premium pay is paid by the Archi- 
tect Engineer pursuant to prior written authorization from the Contractor. 

3.1.3 Consultants.—The actual costs to the Architect Engineer of retaining 
consultants in connection with the work to be performed hereunder, inclusive 
of their fees and expenses, provided that the retention of such consultants by 
the Architect Engineer is previously authorized by the Contractor in writing. 

3.1.4 Engineering supplies.—The actual cost to the Architect Engineer of 
blueprints, photostats, photolithos, and similar supplies required in the per- 
formance of the architect engineering work under this Subcontract. 

3.1.5 Telephone and telegraph.—The actual cost to the Architect Engineer of 
long d'stance telephone calls, cables, and telegrams required in connection with 
its work hereunder. 

3.1.6 Trarel, subsistence, and moving erpenses.—Travel, subsistence, and 
househo!d moving expenses of the Architect Engineer’s personnel and their fam- 
ilies in accordance with Architect Engineer’s personnel policy as outlined in 
Schedule B attached hereto, provided they are in accord with Standard Govern- 
ment Travel Regulations and approved in advance by the Government in writing. 

3.1.7 Licenses, permits, and fees.—The direct cost to the Architect Engineer 
of any special licenses, permits, and fees required in connection with its work 
hereunder. 

3.1.8 Legal expenses.—The cost to the Architect Engineer of litigation, in- 
cluding reasonable counsel fees, incurred in fulfilling its obligations under this 
Contract, to the extent and as approved by the Contractor and the Government. 

3.1.9 Other exrpenses.—The actual amount paid by the Architect Engineer 
for other items not included under any of the above captions but which are 
necessary for the direct advancement of its work hereunder and which are 
authorized in writing by the Contractor and approved by the Government in 
writing. 

4.0 Architect Engineer’s fee—The Architect Engineer shall receive as a fixed 
fee for the performance of all its work under this Subcontract the sum of 
FIFTY THOUSAND and 00/100 Dollars ($50,000.00). The said fixed fee shall 
be the Architect Engineer’s complete remuneration, inclusive of its fee and its 
profit. The Architect Engineer and the Contractor, with the approval of the 
Government, will mutually agree upon increments or diminutions in the said 
fived fee if the scope of the work to be done by the Architect Engineer under 
this Subcontract is increased or decreased. This fee shall be paid in install- 
ments on or before the 10th day of each calendar month in an amount directly 
proportionate to the cost of the Architect Engineer’s work completed during 
the preceding calendar month. 

5.0 Terms of payment.—On or about the first day of each calendar month 
the Architect Engineer shall submit to the Contractor an itemized statement, 
together with all supporting vouchers, receipts and other data requested by the 
Contractor of all the Architect Engineer’s costs incurred pursuant to Para- 
graph 3.0 and all subparagraphs thereunder of this agreement during the pre- 
ceding calendar month, and in addition a statement of the proportionate share 
of the Architect Engineer's fixed fee earned during the previous calendar month 
as hereinbefore provided. Within 15 days thereafter, the Contractor shall pay 
the total amount of the said statements, subject to the Contractor's audit thereof. 
In connection with said audit, the Contractor shall have the right to inspect the 
Architect Engineer’s books and records of account relating to the Architect 
Engineer’s performance of its work to be done pursuant to this Subcontract. 

6.0 Subordination.—The parties hereto mutually agree that this Subcontract 
is to procure the architect engineering work of the Plant Expansion Program 
provided for in the principal Contract of April 30th, 1954 (Contract No. 
GS-00-B (D)-1516). The Architect Engineer agrees to organize its performance 
of its work under this Subcontract so as to enable the Contractor to perform 
its obligations to the Government under the said principal Contract. 
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6.1 To accomplish the objectives set forth in Paragraph 6.0 hereof, the 
Architect Engineer agrees to maintain books and records and to furnish reports 
and schedules such as are required by the Contractor or by the Government 
for the accomplishment of the purposes of said principal Contract of April 30th, 
1954. The Architect Engineer further agrees to permit inspection and examina- 
tion of all of its records, and inspection, examination, testing and approval 
of all materials and workmanship by any duly authorized representative of the 
Contractor or of the Government at any and all reasonable times to and includ- 
ing the expiration of three years after final payment to the Architect Engineer 
pursuant to this Subcontract. 

6.2 The Architect Engineer shall procure and maintain such bonds and 
insurance as are required by law and such additional coverage as may be 
required by the written direction and approval of the Contractor and of the 
Government in a company or companies approved by the Contractor. The terms 
of such bonds or insurance policies shall be submitted to the Contractor for 
prior written approval. 

6.3 The Architect Engineer herein shall be an independent Contractor and 
small maintain complete control over its own employees. The Architect Engi- 
neer shall be responsible for maintaining satisfactory standards of employee 
competence, conduct, and integrity and shall be responsible for taking such 
disciplinary action with respect to his employees as may be necessary. 

6.4 It is mutually agreed by the parties hereto that time is of the essence 
in this Subcontract and that the Architect Engineer shall so organize its schedule 
of work that the Contractor shall be enabled to cause the completion of the 
Plant Expansion Program not later than twenty-four (24) months after a 
Constructor shall execute an agreement to implement the erection of the facili- 
ties in accordance with the plans and specifications of the Architect Engineer 
herein. 

6.5 The Architect Engineer agrees that the Contractor may stop the work 
under this Subcontract at any stage during its progress and terminate the Archi- 
tect Engineer’s employment hereunder upon ten days’ written notice. In case 
of such termination the Architect Engineer is to receive under the terms of this 
Subcontract payment for expenditures made and obligations incurred which were 
chargeable under the Cost of Work as hereinbefore provided; and the Architect 
Engineer’s proportionate share of its fee which had been earned up to the 
effective date of such cancellation shall be payable to the Architect Engineer. 

7.0 Special provisions. 

7.1. Assignment.—Unless the Contractor’s prior written consent is obtained 
this Subcontract shall not be assigned, transferred, or sublet in whole or in 
part by the Architect Engineer or hy operation of law or otherwise; nor shall 
the Architect Engineer assign any moneys due or to become due the Architect 
Engineer hereunder. This Subcontract shall inure to the benefit of and be 
binding upon the Contractor’s successors and assigns. 

7.2. Any notice to be given by either party hereto to the other shall be by Reg- 
istered Mail, postage prepaid, addressed as follows: 

To the Architect Engineer : The H. K. Ferguson Company, 19 Rector Street, 
New York 6, New York. 

To the Contractor: National Lead Company, 111 Broadway, New York 6, 
New York. 

7.3 Title to drawings, ete—Upon payment therefor to the Architect Engi- 
neer, title to all drawings, specifications, materials, supplies, work in progress, 
and all things procured or purchased by the Architect Engineer for the per- 
formance of its obligations under the Subcontract shall promptly vest in the 
Government. Upon completion of the contract or earlier termination, all draw- 
ings, specifications, materials, supplies shall be delivered to the Government. 

7.4 Force majeure——In no event shall either party to this Subcontract be 
responsible for losses or liabilities arising out of nonperformance or delay in 
performance of this Subcontract due to unforeseeable causes beyond the control 
and without the fault or negligence of either of them including but not restricted 
to Acts of God, or of the public enemy, acts of the Government in either its 
sovereign or contractual capacity, acts of any contractor in the performance 
of a contract with the Government, fires, floods, epidemics, quarantine restric- 
tions, strikes, freight embargoes, and unusually severe weather or delays of Sub- 
contractors or suppliers due to such causes: Provided, That either party shall 
immediately notify the other of any such delay in writing, setting forth the 
causes of such delay or nonperformance. 


67332—55——6 
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7.5 Security regulations.—The Architect Engineer agrees to conform to all 
safety, security, and fire protection regulations of the operator of the plant facili- 
ties (Nickel Processing Corporation), as well as those of the Contractor herein 
and/or those of the Government. 

8.0 General provisions.—The standard form of provisions in Government con- 
tracts, which are set forth in Paragraphs 30 to 57 in the prime Contract (Con- 
tract No. GS—00-B (D)-1516, dated April 30th, 1954) between the Government 
and the Contractor herein, are incorporated herein by reference when, and to 
the extent applicable hereto. 

8.1 Nondiscrimination in employment.—In connection with the performance 
of work under this Subcontract, the Architect Engineer agrees not to discriminate 
against any employee or applicant for employment because of race, creed, color, 
or national origin; and further agrees to insert the foregoing provision in all 
Subcontracts hereunder except Subcontracts for standard commercial supplies or 
for raw material. . 

8.2 Reports—The Architect Engineer agrees to furnish the Contractor or 
the Government such periodic and special reports as may from time to time be 
requested. 

8.3 Convict labor—The Contractor shall not employ any person undergoing 
sentence of imprisonment at hard labor. 

8.4 Davis-Bacon Act (40 U.S. C. 276a-a (7).— 

(a) All mechanics and laborers employed or working directly upon the site of 
the work will be paid unconditionally and not less often than once a week, and 
without subsequent deduction or rebate on any account (except such payroll 
deductions as are permitted by the Copeland Act (antikickback) Regulations 
(29 CFR, Part 3) the full amounts due at time of payment, computed at wage 
rates not less than those contained in the wage determination decision of the 
Secretary of Labor which is attached hereto and made a part hereof, regard- 
less of any contractual relationship which may be alleged to exist between the 
Contractor or Subcontractor and such laborers and mechanics; and a copy of 
the wage determination decision shall be kept posted by the Contractor at the 
site of the work in a prominent place where it can be easily seen by the workers. 

(b) In the event it is found by the Contracting Officer that any laborer or 
mechanic employed by the Contractor or any Subcontractor directly on the site 
of the work covered by this Contract has been or is being paid at a rate of wages 
less than the rate of wages required by Paragraph (a) of this clause, the Con- 
tracting Officer may (1) by written notice to the Government Prime Contractor 
terminate his right to proceed with the work, or such part of the work as to 
which there has been a failure to pay such required wages, and (2) prosecute 
the work to completion by contract or otherwise, whereupon such Contractor 
and his sureties shall be liable to the Government for any excess costs occasioned 
the Goverument thereby. 

(c) Paragraphs (a) and (0b) of this clause shall apply to this contract to 
the extent that it is (1) a prime contract with the Government subject to the 
Davis-Bacon Act or (2) a subcontract under such prime contract. 

8.5 Hight-hour laws—Overtime compensation.—No laborer or mechanic doing 
any part of the work contemplated by this Subcontract, in the employ of the 
Contractor or any Subcontractor coptracting for any part of said work contem- 
plated, shall be required or permitted to work more than eight hours in any one 
calendar day upon such work, except upon the condition that compensation is 
paid to such laborer or mechanic in accordance with the provisions of this 
clause. The wages of every laborer and mechanic employed by the Contractor 
or any Subcontractor engaged in the performance of this Subcontract shall be 
computed on a basic day rate of eight hours per day and work in excess of eight 
hours per day is permitted only upon the condition that every such laborer and 
mechanic shall be compensated for all hours worked in excess of eight hours 
per day at not less than one and one-half times the basic rate of pay. For each 
Violation of the requirements of this clause a penalty of Five Dollars ($5.00) 
shall be imposed for each laborer or mechanic for every calendar day in which 
such employee is required or permitted to labor more than eight hours upon said 
work without receiving compensation computed in accordance with this clause, 
and all penalties thus imposed shall be withheld for the use and benefit of the 
Government: Provided, That this stipulation shall be subject in all respects to 
the exceptions and provisions of the Bight-Hour Laws as set forth in 40 U. S. C. 
$21, 324, 325, 325a, and 326, which relate to hours of labor and compensation for 
overtime. 
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8.6 Apprentices.—Apprentices will be permitted to work only under a bona 
fide apprenticeship program registered with a State Apprenticeship Council 
which is recognized by the Federal Committee on Apprenticeship, U. S. Depart- 
ment of Labor; or if no such recognized Council exists in a State, under a pro- 
gram registered with the Bureau of Apprenticeship, U. 8S. Department of Labor. 

8.7 Payroll records and payrolls.— 

(a) Payroll records will be maintained during the course of the work and 
preserved for a period of three years thereafter for all laborers and mechanics 
working at the site of the work. Such records will contain the name and address 
of each such employee, his correct classification, rate of pay, daily and weekly 
number of hours worked, deductions made and actual wages paid. The Con- 
tractor will make his employment records available for inspection by author- 
ized representatives of the Contracting Officer and the U. 8S. Department of 
Labor, and will permit such representatives to interview employees during 
working hours on the job. . 

(b) A certified copy of all payrolls will be submitted weekly to the Con- 
tracting Officer. The Government Prime Contractor will be responsible for the 
submission of certified copies of the payrolls of all Subcontractors. The certi- 
fication will affirm that the payrolls are correct and complete, that the wage 
rates contained therein are not less than the applicable rates contained in the 
wage determination decision of the Secretary of Labor attached to this Sub- 
contract, and that the classification set forth for each laborer or mechanic con- 
form with the work he performed. 

8.8 Copeland (Antikickback) Act—Nonrebate of wages.—The regulations of 
the Secretary of Labor applicable to Contractor and Subcontractors (29 CFR, 
Part 3), made pursuant to the Copeland Act, as amended (40 U. 8S. C. 276c) 
and to aid in the enforcement of the Antikickback Act (18 U. S. C. 874) are 
made a part of this Subcontract by reference. The Contractor will comply with 
these regulations and any amendments or modifications thereof and the Govern- 
ment Prime Contractor will be responsible for the submission of affidavits re- 
quired of Subcontractors thereunder. The foregoing shall apply except as the 
Secretary of Labor may specifically provide for reasonable limitations, varia- 
tions, tolerances, and exemptions. 

8.9 Officials not to benefit—No Member of or Delegate to Congress, or Resident 
Commissioner shall be admitted to any share or part of this contract, or to any 
benefit that may arise therefrom, but this provision shall not be construed to 
extend to this contract if made with a corporation for its general benefit. 

8.10 Applicable laws.—This Subcontract is subject to all applicable laws, 
local, State, and Federal, and to any and all applicable Federal Executive and 
Administrative Orders. 

8.11 Haamination of records —THE H. K. FERGUSON COMPANY agrees 
that the Comptroller General of the United States or any of his duly authorized 
representatives shall, until the expiration of three years after final payment 
under prime Control No. GS-O00-B (D)-1516 between the United States of 
America and Natilonal Lead Company, have access to and the right to examine 
any directly pertinent books, documents, papers, and records of THE H. K. 
FERGUSON COMPANY involving transactions related to this Subcontract. 

9.0 Examination of prime contract.—Subcontractor hereby represents that 
it has examined the prime Contract and Subcontractor agrees that every decision 
or determination which by the prime Contract is made binding or conclusive 
upon the Contractor shall correspondingly be binding and conclusive upon Sub- 
contractor with respect to the work to be performed under this Subcontract, 
and all obligations and requirements imposed upon Contractor by the Prime 
Contract shall be performed by the Subcontractor in connection with the work 
hereby sublet. It is understood and agreed that for the purposes of this Sub- 
contract, all references in the General Conditions to the prime Contract shall 
be construed to mean this Subcontract. All references therein to Contractor 
shall be construed to mean Subcontractor, except that all indemnities granted 
by Subcontractor shall be construed to run in favor of both the Contractor and 
the Government. 
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IN WITNESS WHEREOF, the parties hereto have affixed their hands and seals the- 
day and date first above written. 


Tue H. K. Fereauson Company, 
By O. F. Sreper, President. 


Attest: 
F. H. Maaa, 
District Auditor, 
Secretary-Treasurer. 
NATIONAL LEAD COMPANY, 
By H. C. WILDNER, 
Vice President, 
Attest : 


J. J. LAwtor, Assistant Secretary. 


Approved: January 5, 1955. 
NICKEL-GRAPHITE COMMITTEE, 
By J. P. PINKLEY, Chairman. 


The H. K. Ferguson Co., salary rates for Nicaro expansion program, schedule A 














| 
| Hourly rates Hourly rates 
Classification _ ——|| Classification ae 
| From From— To— From— | 
| i 

Project manager $9. 23 $16. 23 | Specifications writer____- $5. 20 
Chief engineer 8.15 | 16. 23 I] Field engineer (senior gr: ade) __| 5.18 | 
Resident engineer -. ‘ 7. 88 12.47 || Office engineer__._-.---.-..-.| 4.91 
Assistant chief engineer ___--- | 7.61 | 13. 01 Cle8t CR no os nadcaes | 4.91 | 
Senior engineer specialist. ____ | 7.61 13.01 || Field engineer------ 4.91 | 
Assistant resident engineer _ 7.07 9.23 || Senior designer _____--- 4.73 
Chief field engineer 7.07 9. 23 || Estimator-_---_--- 4.73 | 
Chief purchasing agent- 7.07 10.85 || Field engineer (junior gr: ade) - By 4. 37 | 
Staff engineer ‘ ae 6. 53 13.55 |; Junior engineer specialist _____| 4. 37 
Staff architect. 6.53 | 13.55 || Chief expediter_._- sr 4. 37 
Engineer specialist ._____- 6. 53 | 10.85 || Purchasing agent_------- Jeet 4. 37 
Division chief__-_- | 6. 53 | Se eee a Slt | 4. 26 
Assistant division chief__- 6. 53 | 8.69 || Senior draftsman______-____- 3. 80 
Senior engineer__________-_--_| 6. 53 8.69 || Statistician....__.__._.____-- 3.80 
Senior architect ‘ eee 6. 53 | 8.69 || Material takeoff man----_---- 3. 80 | 
Senior m:<thods engineer -- 5. 99 | 8. 69 NS Se ee | 3. 56 | 
Senior estimator _- 5.99 | 8.15 Purchasing inspector caer nase | 3. 56 
Senior specifications writer 5. 99 2 gle eee teh | 3. 56 
Group leader _.-_- 5.99 | 8.15 || Technical assistant ----------- 3. 33 
Engineer inspector 5.45 ae | 3. 33 | 
Physicist. ea 5. 45 19.85 || Junior draftsman____..-.-.--- | 2. 86 | 
Engineer__._.____- 5.45 | 7.07 | 





Tue H. K. Ferauson CoMPANY—EXPLANATION OF SALARY RATES FOR NICARO 
EXPANSION PROGRAM 


ScHEDULE A 


Salary rates as shown on Sehedule A are arrived at in the following manner: 
Base Salary+Vacation and Holiday=Direct Salary. 
Direct Salary+75% Overhead+<Actual Cost of Payroll Taxes=Salary 

Rate as shown on Schedule A. 

1. Base salary: Actual wages paid to employees directly engaged on the work. 

2. Vacation and holiday: Company policy provides for paid vacation at the 

rate of two weeks per year. Company policy provides for seven paid holidays 

per year. 
3. Direct salary: A combination of base salary plus vacation and holiday 
equals actual wages paid to employee. 
4. Seventy-five percent overhead: 
The following items constitute Engineering Departmental Overhead: 
(1) Nonbillable Engineering Salaries including sick leave and excused absence. 
(2) Stenographic and Clerical Salaries. 
(3) Rent, light and heat for space occupied by Engineering department only. 
(4) Fire Insurance, Workmens Compensation, Public Liability and Property 

Damage Insurance, ete. 

(5) Engineering supplies except blueprints and reproductions. 
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(6) Depreciation, Furniture and Fixtures. 

(7) Cost of recruiting engineering personnel. 

(8) Engineering office maintenance. 

(9) Engineering employees welfare. 

(10) Professional licenses. 

(11) Technical subscriptions and periodicals. 

(12) Proportionate share of Main and District Offices general and adminis- 
trative expense. 

5. Actual cost of payroll taxes: Based upen actual cost of employers share 
of Payroll Taxes. 

ScHEDULE B 


TRAVEL, SUBSISTENCE, AND MOVING EXPENSE IN CONNECTION WITH CONTRACT 
GS-00-B (D)-1516 

I. Authorization 

All individuals planning business trips for any department of H. K. Ferguson 
Co. must obtain travel authorization for the proposed trip. This authorization 
must be on the proper form and must bear the signature of the individual author- 
ized by National Land and/or G. S. A. to sign travel authorities for this Contract. 
It must also carry a complete itinerary of the trip as planned at the time as 
well as an estimate of the time required for the trip and modes of travel 
to be used. 


IT. Travel time 


Employees required to travel on Company business will be compensated at 
straight time rate, and at the same basis as though no travel was involved. 
Time spent in travel during regularly scheduled work day will be considered 
as time worked. Time spent in travel outside the regularly scheduled work 
day shall not be considered as time worked. 


III. Travel expense 


A. While on travel status, a per diem of $12.00 per day will be allowed in 
the continental United States and a per diem of $15.00 per day will be allowed 
for travel in Cuba, except that for each day succeeding the day of arrival in 
Nicaro the per diem will be reduced to $9.00 until midnight of the day of depar- 
ture for return. The per diem rate will be increased to $20.00 per day while 
in Havana under travel status. 

B. The following include the major items which will be considered reim- 
bursable: 


Transportation Fares Telephone Charges 

Baggage Transfer Charges Telegraph Charges 

-assport Fees Innoculation Charges 
Visa Fees Taxis used for Business 

Passport Photo Charges Travel to and from work where room 
Birth Certificate Fees and board are not available at the 
Tunnel Tolls point where business is being trans- 
Bridge Tolls acted 

Road Tolls Cable Charges 

Ferry Fares 


Where travel is done in a private car owned by the individual making a trip, 
the use of the car will be charged at the rate of $.07 per mile as shown by 
speedometer readings or according to mileage shown between points on a 
standard highway guide. In all cases travel must be by the most direct route. 

In addition to the above, those Items noted in the “Miscellaneous Expenses” 
section of the most recent amendment of “Standardized Government Travel Reg- 
ulations” will be allowed. 

Wherever it is at all possible to obtain receipts, they should be retained for 
use as supporting evidence for itemized expense accounts. 


IV. Moving expense 


In addition to the above, it should be noted that the immediate families and 
household and personal effects of certain designated key personnel who may be 
assigned to this project from other areas and from the continental U. S. will be 
transported to the project site at Nicaro, Oriente Province, Cuba, at the expense 
of the project. All transportation costs for persons and baggage shall be paid 
according to the most recent amendment to “Standardized Government Travel 
Regulations” and in accordance with regulations relating to Transporation of 
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Household Effects and Travel Expenses of Immediate Family and Personal 
Baggage as follows: 

A. Transportation of Household Effects Reimbursement will be made of the 
reasonable actual expenses incurred, substantiated by evidence of payment 
thereof, for packing, crating, insurance and shipping, including by vessels, of 
household effects not exceeding the following weights : 














| Total = | Total net 
weig q reine 
> wart li ea ve ee Nn oe | 
| Pounds | 
Rupiovees wits have a fete. £21.22. 2S RL ACLU. CSAs 8, 750 | 
Employees with no immediate family _..._-........-...-...-.-..-.----------- 


3, 125 | 


In any instances where the above weight limitations are exceeded, reimburse- 
ments will be made based on the ratio which the allowable weight bears to the 
total weight shipped and such ratio shall also be applied to the incidental charges 
of packing, crating, and insurance, except as otherwise specifically authorized 
or approved by General Services Administration and/or National Lead Company. 

B. Transportation and travel expenses of immediate families.—Transporta- 
tion and travel expenses of the immediate families (dependents) of employees 
of the Corporation from such places as may be authorized to the employee's duty 
station, and return upon completion of the tour of duty, will be reimbursed in 
accordance with the provisions of the Standardized Government Travel Regula- 
tions, as amended, except as to the rates of per diem allowable. Although regu- 
lations covering travel of Government employees make no provision for sub- 
sistence allowances to dependents, in view of the travel here involved, to Nicaro, 
Cuba, per diem is hereby authorized for employee’s dependents at the following 
rates: 

1. Adult dependent, traveling with the employee—one-half the rate pay- 
able to the employee involved. 
2. Single adult dependent, not traveling with the employee—the same 
rate as payable to the employee involved; more than one adult dependent, 
the same rate as payable to the employee involved to one adult dependent, 
and one-half the rate payable to the other adult dependents. 

C. Personal baggage.—Claims for reimbursement covering expenses of trans- 
portation of baggage in excess of the weight or of size greater than carried 
without any additional charge by transportation companies will be allowed up to 
a total of two hundred fifty (250) pounds for each employee, except as other- 
wise specifically approved by General Services Administration and/or National 
Lead Company. 

Attention is also directed to the requirements of receipts which must be sub- 
mitted in support of expenditures (as opposed to per diem) claimed in travel 
expense accounts. Failure to furnish receipts as required must be fully ex- 
plained in the expense account and mere inconvenience in the matter is not 
sufficient for consideration. 


V. Project subsistence 


A. Employees traveling on 30 day or lesser assignments will be reimbursed as 
defined in Paragraph III ‘“Travel expense.” 
B. On and after the date of actual execution of this subcontract and its ap- 
proval by the Government, any and all employees who are subsisting in Nicaro 
for more than 30 days shall be paid a subsistence allowance of $200.00 per month 
to cover all living expenses at Nicaro. 


VI. General 
A. Upon completion of assignment, employees will be paid travel expense as 
outlined above. 
B. These travel instructions are to be used in conjunction with the most recent 
amendment of “Standardized Government Travel Regulations.” 


SCHEDULE C 
Score or H. K. FerGuson’s WorK IN AREA B 


Based upon the “Proposal and Specifications on Nichols Herreshoff Furnace 
and Design of Reduction Furnace Plant for Nicaro Plant Expansion,” dated July 
20, 1954, submitted by the Nichols Engineering and Research Corp., (NERCO) 
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the following represents our interpretation of work not included by Nerco and 
will be within the scope of H. K. Ferguson’s work. 

1. Engineering and purchasing of Agitators for Gas Producers. 

2. Engineer, design, and place necessary purchase orders for Producer Gas 
Ducts from Gas Producers to existing and new Furnace Buildings, including 
ductwork, supports and foundations (Nerco will provide technical data to be 
used for designing ducts. Nerco will engineer and design Producer Gas Dis- 
tribution Header directly outside of Furnace Buildings. ) 

3. Engineer, design, and place necessary purchase orders for ductwork from 
new Furnace Building (or existing Furnace Building) over to the Iron Oxide 
Cottrell, beginning at a point 5 feet outside of Furnace Building. Ductwork 
shall include ducts, supports, and foundations (Nerco will provide necessary 
technical data). 

4, Engineer, design, and place necessary purchase orders for Spent Gas Ducts 
from Iron Oxide Cottrell to, but not ineluding, Scrubbing Tower. Ductwork 
shall include ducts, supports, and foundations (Nerco will provide necessary 
technical data). 

5. Engineer, design, and place necessary purchase orders for Fuel Oil Sup- 
ply System to a point approximately 5 feet outside of Fuel Oil Pump House 
(pumphouse, pumps, valves, controls, etc., to be engineered, designed, and pur- 
chased by Nerco). 

6. Engineer, design, and place necessary purchase orders for Electric Power 
Supply up to and including the Sub-Station outside of Furnace Building and 
power feeders to point of connection to Nerco’s Control Panel. 

7. Engineer, design, and place necessary purchase orders for Steam Supply 
System to a point 5 feet outside of Furnace Building, and also to point of con- 
nection as designated by Nerco for Steam Supply to Ore Coolers. 

8. Engineer, design, and place necessary purchase orders for Fresh and Raw 
Water Supply to a point 5 feet outside of Furnace Building and also to point of 
connection as designated by Nerco for main water supply to Ore Coolers. 

9. Engineer, design, and place necessary purchase orders for Plumbing and 
Drainage Lines from a point 5 feet outside of the Furnace Building. 

10. Engineer, design, and place necessary purchase orders for a Compressed 
Air Supply to a point 5 feet outside of the Furnace Building. 

11. Engineer and design Landscaping, Roads, Walkways, and Area Drainage. 

12. Engineer, design, and place necessary purchase orders for Pneumatic 
Ore Conveying System to point 5 feet outside of Furnace Building. Also place 
purchase orders for pipes, valves, and fittings required and as designed by 
Nerco within the Furnace Building. 

Nore.—-With respect to Article 3.0, National Lead Company has been author- 
ized to increase the total amount from $1,807,000 to $2,460,000, by a formal 
amendment. However, this amendment has not as yet been received from the 
contractor and no copy is available at this time. 

J. P. PINKLEY. 


Suscontract (To Contract No. GS—-00-B(D)-1516) Brerwreen NATIONAL LEAD 
COMPANY AND FREDERICK SNARE CORPORATION AND MERRITT-CHAPMAN & Scorr 
CORPORATION 


This Subcontract entered into as of the 19th day of August 1954, by and 
between NATIONAL LEAD COMPANY, a corporation existing under and by 
virtue of the laws of the State of New Jersey (hereinafter sometimes called 
“Contractor”) and FREDERICK SNARE CORPORATION, a corporation organ- 
ized and existing under and by virtue of the laws of the State of New York 
(hereinafter sometimes called “Snare’’), and MERRITT-CHAPMAN & SCOTT 
CORPORATION, a corporation organized and existing under and by virtue of 
the laws of the State of Delaware (hereinafter sometimes called “Merritt”) : 


WITNESSETH 


Whereas the Contractor has entered into Contract No. GS—00-B(D)-1516, 
dated April 30th, 1954, with the United States of America, acting by and through 
the Administrator of General Services (hereinafter sometimes called the “Goy- 
ernment”), providing, among other things, for the expansion of the facilities of 
the Government-owned plant at Nicaro, Oriente Province, Republic of Cuba, 
from its present capacity of twenty-eight million (28,000,000) pounds of nickel 
contained in nickel oxide per year by approximately seventy-five percent (75%) 
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of said present capacity of production to not less than forty-nine million 
(49,000,000) pounds of nickel contained in nickel ovide per year; and 

Whereas National Lead Company, pursuant to the Prime Contract and with 
the concurrence of the Government, selected Snare and Merritt, acting as joint 
venturers as the Subcontractor to perform the construction work of the expan- 
sion of the Plant Facilities; and 

Whereas National Lead Company desires to subcontract the construction 
portion of the work provided in the Prime Contract as hereinafter described ; 
and 

Whereas Snare and Merritt having entered into a mutually acceptable agree- 
ment to participate as joint venturers in the performance of this construction 
Subcontract ; and 

Whereas the aforesaid joint venture agreement is acceptable to National 
Lead Company and the Government; and 

Whereas Snare and Merritt (hereinafter sometimes referred to as the “Con- 
structor’’) represent they are ready, willing, and able to perform the construction 
of the facilities for increasing the productive capacity of the Plant Facilities 
as set forth in and subject to the Prime Contract ; 

Now, therefore, in consideration of these presents and the mutual covenants 
herein contained, it is agreed by and between the parties hereto as follows: 


ARTICLE I—DEFINITIONS 


1. When, as and if used in this Subcontract, any and all terms shall have the 
same meaning and definition as the same term when used and as defined in 
the Prime Contract between National Lead Company and the United States of 
America, Contract No. GS—00-B(D)-1516, dated April 30, 1954. 


ARTICLE II—STATEMENT OF WORK 


2. The Subcontractor shall perform the following work: Furnishing of super- 
vision, labor, material, services, supplies, transportation, and equipment required 
in the construction of the expanded facilities and for the procurement, ex- 
pediting, shipping, delivery, and installation of required equipment and machin- 
ery, and perform the work for the construction and completion of and shall 
construct, install, and complete the expansion of the Plant Facilities (some- 
times hereinafter referred to as the “work”) of the Government-owned Cuban 
Nickel Company’s Plant at Nicaro, Oriente Province, Cuba, all in accordance 
with the terms of this Subcontract and the drawings and specifications prepared 
by the H. K. Ferguson Company and Nichols Engineering & Research Corp., 
and approved by National Lead Company, all of which are made a part hereof, 
and in accordance with instructions issued by Contractor from time to time. 

3. Contractor shall have the right to furnish such equipment, materials and 
supplies as are mutually deemed suitable for the purpose for which they are 
to be used. 

4. All other materials, tools and equipment not furnished or supplied by Con- 
tractor are to be supplied by the Constructor. 

5. The work to be performed hereunder shall be completed not later than 
twenty-four (24) months after receipt of the Government’s concurrence in the 
Letter Order, dated August 19th, 1954, said date of receipt being September 
13th, 1954. 

6. (A) The Constructor represents that it has had an opportunity to examine 
and has carefully examined, the now existing contract documents furnished to 
Constructor by Contractor and is familiar with the soil structure, subsurface 
conditions, obstructions, actual levels, excavating, filling in, and all other con- 
ditions relevant to the work, the site of the work and its surroundings; that 
it has made all investigations essential to a full understanding of the difficulties 
which may be encountered in performing the work; and that anything in any of 
the contract documents or in any representations, statements or information 
made or furnished by Contractor notwithstanding, Constructor will, regardless 
of any such conditions relevant to the work, the site of the work, or its surround- 
ings, complete the work for the compensation stated in Paragraph 7 of this 
Subcontract (except in the case of changes in the work which will be paid 
pursuant to the agreement changing the work according to Article XXI of this 
Subcontract). In addition thereto, Constructor represents that it is fully 


qualified to do the work in accordance with the terms of this Subcontract within 
the time specified. 
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6. (B) The Contractor represents that it will supply to the Constructor neces- 
sary plans and specifications to enable the Constructor to complete performance 
within the time set forth in Paragraph 5 hereof, but in no event shall said plans 
and specifications be completely supplied to Constructor later than May 15th, 
1955. 

ARTICLE III—COMPENSATION 

7. Subject to and in accordance with the further provisions hereof, and subject 
to compliance by Constructor with the provisions of all applicable legal and other 
requirements necessary to release the Government and Contractor and their 
property from any claims or encumbrances resulting from the performance of 
this Subcontract, Contractor shall, in addition to paying for the cost of the 
work, as defined in Article IV, pay Constructor a fixed fee in the amount of 
One Million and 00/00 Dollars ($1,000,000.00), which shall constitute com- 
plete compensation for the services of Constructor to be performed hereunder, 
including profit and all general overhead expenses, except for such overhead 
items as are hereinafter specifically included in the cost of the work. 


ARTICLE IV—COST OF WORK 


8. “Cost of the Work” as used herein is defined as the net costs of the follow- 
ing: 

(a) All materials and supplies, including procurement and transportation 
thereof, supervision, labor, tools, machinery, equipment, services, utilities 
and fuel necessary for either temporary or permanent use for the per- 
formance of the work. All articles of construction machinery and tools 
valued at $300.00, or less, shall be classed as tools and shall be charged 
directly to the cost of the work; 

(b) Rental charges for construction equipment, whether owned by Con- 
structor or rented from others, in sound and workable condition, as may 
be necessary for the proper and economical prosecution of the work and 
rented in accordance with Article XI; 

(c) Loading and unloading of construction equipment owned or rented by 
Constructor and of repair parts and spare parts; the transportation thereof 
to the place or places where it is to be used in connection with the work and 
return transportation to the point of original shipment, or not to exceed 
equivalent mileage ; 

(d@) Repairs and repair and spare parts for construction equipment which 
are not included in the rental or not covered by insurance; 

(e) All subcontracts made in accordance with Article VIII; 

(f) Transportation and travelling expenses to and from the site of the 
work of the necessary field forces for the economical and successful prosecu- 
tion of the work, transportation and travelling expenses of Constructor’s 
representatives for required travel, and the expenses of procuring labor and 
expediting the production and transportation of materials and equipment and 
inspecting such materials and equipment. The incurring of any expense, 
under this subparagraph (F) must be authorized by Contractor in conform- 
ity with travel policies established by the Government. 

(9) Salaries or wages actually paid by Constructor to its employees, in 
accordance with and pursuant to wages and salary schedules submitted by 
Constructor and approved by Contractor. In case the full time of any of the 
foregoing employees is not devoted to the work hereunder, the salaries or 
wages of such employees shall not be included in the cost of the work except 
for the actual time applied thereto; 

(h) Buildings, rentals thereof, furniture, trade fixtures and equipment, 
maintenance and operation thereof, required for necessary offices, and other 
facilities as are required and approved by Contractor ; 

(i) Premiums on bonds and insurance required hereunder pursuant to 
Article XV, and approved by Contractor, and fees for permits and licenses 
required by Article XVIII; 

(j) Payments from its own funds made by Constructor under the Federal 
Insurance Contributions Act, Federal Unemployment Tax Act, and any State 
or local unemployment compensation law and such contributions and taxes 
required by the laws of the Republic of Cuba or any political subdivision 
thereof, and any disbursement on account of this Subcontract which Con- 
structor may be required by law to pay on or for any equipment, process, 
materials, supplies, or personnel; and, if approved in writing by the Con- 
tractor in advance, license fees or royalties on patents used ; 
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(k) Payments made by Constructor pursuant to Article VII (Expert Tech- 
nical Assistance) hereof ; 

(i) Telegrams, cables, long-distance telephone calls, postage, blueprints, 
duplicating, photostating, and other similar expenses incurred in connection 
with the prosecution of the work; 

(m) Losses or expenses not compensated by insurance or otherwise (in- 
cluding settlements made with the written consent of the Contractor), 
actually sustained by Constructor in connection with the work, except to the 
extent that any such loss or expense is attributable to failure to carry insur- 
ance coverage required hereunder or due to the failure on the part of corpo- 
rate officers of the Constructor, or of its responsible representatives down to 
and including the grade of superintendent, having supervision or direction 
of the operation of the work, to exercise good faith or the standard of care 
which they normally exercise in the conduct of the business of Constructor ; 

(n) The cost of reconstructing and replacing any of the work or existing 
facilities, destroyed or damaged, not covered by insurance carried or which 
Constructor is directed to carry, and not caused by failure to comply with 
the standard of care specified in subparagraph (M) of this Article, but 
expenditures under this subparagraph must have prior written approval of 
Contractor ; 

(0) Such other costs as are not expressly excluded by provisions of this 
Subcontract as should, in the reasonable judgment of the Contractor, be 
included in the cost of the work. 

9. Constructor shall submit to Contractor, and obtain the approval of Con- 
tractor, of salary schedules of all persons whose salary or compensation is 
chargeable to the cost of the work. The amounts paid to such persons by Con- 
structor in excess of the salary or compensation rate so stated on such approved 
salary schedules shall not be chargeable to the cost of the work unless previously 
approved in writing by Contractor. The Constructor shall submit a verified 
statement disclosing the highest salary or compensation rate received during 
the year preceding the date of this Subcontract by persons whose salary or 
compensation is chargeable to the cost of the work, and such relevant additional 
data as the Contractor may require. Constructor shall furnish to Contractor a 
schedule of all wage rates to be paid laborers, mechanics, and others on the 
work, which shall be in compliance with Federal, State, and local laws and the 
laws of Cuba, and which shall be subject to approval of Contractor, and no 
change shall be made in any wage rate without first obtaining written approval 
of Contractor. 

10. Except as specifically authorized in writing by the Contractor, the cost of 
the work shall not include the salaries of Constructor’s corporate officers; nor 
expenses incurred in conducting Constructor’s main offices or regularly estab- 
lished branch offices, such as rent, accounting, local telephone service, general 
office stenographic and messenger service; nor overhead expenses of any kind; 
nor interest or capital employed or on borrowed money. 

11. Constructor agrees to remit or credit to Contractor all allowances, com- 
missions, rebates, refunds, discounts, premiums, fees, credits, or royalties allowed 
to or received by it on the manufacture, purchase, requisition, or use of any and 
all material, supplies, tools, machinery, equipment, and proceeds from insurance 
and bonds incident to the performance of the work. 


ARTICLE V—PAYMENTS 


12. Subject to the following terms and conditions, the Contractor will make 
available to the Constructor a Revolving Fund which will vary in size for the 
purpose of making the disbursements required under this Subcontract. The 
Contractor will reimburse this Revolving Fund upon the basis of statements of 
disbursements which have been approved by the Contractor’s auditors. The 
amount of such reimbursements plus the amount of the Revolving Fund may 
total, but may not exceed, the then currently approved estimate of the cost of 
the Constructor’s work under this Subcontract. The amount of the approved 
estimate of cost of September 28th, 1954, is Thirty-Nine Million Three Hundred 
Sixty Thousand Two Hundred Eighty-Nine Dollars ($39,360,289.00) exclusive 
of Constructor’s fixed fee, as provided in Article III, Paragraph 7. However, 
neither the Constructor nor the Contractor warrants completion of the Con- 
structor’s work herein provided for the aforesaid estimate or any revision 
thereof. 

(A) Promptly upon the execution of this sub-contract, the Constructor shall 
submit to the Contractor in writing and in form satisfactory to the Contractor, 
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an estimate of funds required by the Constructor for the performance of this 
contract. On the 15th business day of each month during the course of the 
contract, the Constructor shall also furnish an estimate in similar form. The 
estimate in each case shall show the estimated disbursements for the immediately 
succeeding month, for the second succeeding month, and the totals individually 
for the next four calendar quarters. 

(B) In addition to the statements submitted requesting disbursements, the 
Constructor shall in partial support of such disbursements, periodically, but 
not less often than monthly, submit to the Contractor a Cash Flow Sheet satis- 
factory to the Contractor, showing expenditures made by the Constructor during 
the just-completed month by main portions of the project, the disbursements to 
date in a similar fashion, commitments as of the date of the statement, transfers 
from the stores to the various main projects, transfers from the GSA by main 
sections of the project, and the total of such various items applicable to each 
section of the project. This statement shall also show the original estimate 
by main sections of the project, any authorized changes to such original 
estimates and the present estimates. The Constructor shall also furnish a 
Summary Statement of Cash Receipts and Disbursements covering each calendar 
month showing the balance at the beginning, receipts, advances from the Con- 
tractor, disbursements, transfers to the Contractor and the balance on hand at 
the end of the period. This latter statement may incorporate the estimate 
referred to in the previous paragraph. 

(C) All monies advanced to the Constructor as previously outlined as well 
as reimbursements shall be deposited by the Constructor in a special account or 
accounts in a bank or banks approved by the Contractor, and the Constructor 
shall not commingle such funds or any revenue from this Subcontract with any 
other funds. 

(D) Constructor shall make such payments from these funds to the Sub- 
contractors under this agreement as the terms of said Subcontract shall require. 

(E) The Government shall have a lien, paramount and overriding all others, 
upon the credit balances in said special accounts in which the funds turned over 
to the Constructor are deposited. Such lien shall be covered by an agreement 
in a form acceptable to the Government. 

(F) The Constructor shall return to the Contractor any balance remaining 
in the fund’s special accounts upon completion, cancellation, or termination of 
this Contract. 

(G) The Contractor may, by written notice to the Constructor, revise the 
scope and the initial estimate of the cost of the work, exclusive of the fixed fee 
and from time to time further revise any revised estimate of such scope and cost, 
but payments on account of cost shall not in the aggregate at any time exceed 
the estimated cost of work then currently in effect under the provisions of this 
Article. The Constructor shall notify the Contractor in writing, when the 
aggregate of expenditures and outstanding commitments allowable under this 
Contract are equal to eighty-fice percent (85%) of the then current estimate of 
cost. 

13. The Constructor shall maintain current costs data to reflect the cost of 
performing the work under this Contract at all times while the work is in 
progress. 

14. (a) Ninety percent (90%) of the fixed fee shall be paid as it accrues in 
monthly installments based upon the percentage of the completion of the work 
as determined from estimates prepared by Constructor and approved by Con- 
tractor. Sixty percent (60%) of each such installment of fee, representing 
work performed in the United States, shall be paid to the Constructor at its 
office at 74 Trinity Place, New York 6, New York, and the balance of forty per- 
cent (40%) of each installment, representing work performed in Cuba, shall be 
paid to the Constructor at its branch office at 358 Calle Prado, Altos, Havana, 
Cuba, said figures representing the ratio that reimbursable costs incurred in 
the United States will bear to those incurred in Cuba. 

(6b) Upon completion of the work and its final acceptance in writing by Con- 
tractor, Contractor shall pay the unpaid balance of the cost of the work and 
the balance of Constructor’s fee, less any sum that may be necessary to settle 
any claims which Contractor may have against the Constructor, or that may 
be necessary to settle any outstanding obligations of Constructor or its Sub- 
contractors arising out of or incident to the performance of this Subcontract. 
Promptly upon notice of completion, Contractor shall conduct a final inspection 
of the work and notify Constructor of acceptance with reasonable promptness. 
Prior to final payment and as a condition thereto, Constructor shall furnish Con- 
tractor with a verified certificate of Constructor that all bills and claims have 
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been satisfied, except as stated therein, and a release of all claims against the 
Government and Contractor, whether of Constructor or of others, arising under 
and by virtue of this Subcommittee, other than such claims as may be specifically 
excepted by Constructor with the approval of Contractor and the Government 
from the operation of the release in stated amounts to be set forth therein. 


ARTICLE VI—RECORDS, AUDIT AND INSPECTION 


15. Constructor agrees to keep records and books of account, which shall be 
subject to audit by the Government and Contractor, showing the actual cost to 
Constructor of all items of labor, materials, equipment, supplies, services and 
other expenditures of whatever nature, for which payment is authorized under 
provisions of this Subcontract. In addition, a current inventory of all personal 
property acquired pursuant to this Subcontract shall be maintained. 

16. The Government and Contractor shall, at all times, be afforded proper 
facilities for inspection of the work and shall, at all times, have access to the 
premises, work, and materials, to all books, records, correspondence, instruc- 
tions, plans, drawings, receipts, facilities, and memoranda of every description, 
pertaining to the work of Constructor, except such instruments as have been 
submitted in support of the monthly statements, or otherwise, and Constructor 
shall preserve such instruments without additional compensation therefor for 
a period of three (3) years after completion or termination of this Subcontract. 


ARTICLE VII—EXPERT TECHNICAL ASSISTANCE 


17. When, in the judgment of Constructor, the complexity and nature of the 
work are such as to require expert technical assistance, or services or advice 
in connection with special phases of the work, Constructor may employ, by Sub- 
contract, or otherwise, with the written consent of the Contractor, obtained in 
advance, such supplemental professional services as are necessary for the proper 
performance of this subcontract. 


ARTICLE VIIT—SUBCONTRACTS 


18. Constructor shall further subcontract any portion of the work the Con- 
tractor may request the Constructor to subcontract. 

Unless so requested, Constructor shall procure the Contractor’s written ap- 
proval before subcontracting any portion of the work and shall obtain the Con- 
tractor’s written approval of all subcontracts to be let. No such approval shall 
relieve Constructor from any of the obligations of this Subcontract. The Con- 
structor shall check such Subeontractor’s details and keep such records and 
accounts and furnish such reports and information relative to such Subcon- 
tractors as the Contractor may request. At the time this Subcontract is entered 
into, it is mutually agreed by the parties hereto that the permanent housing 
in Area “J” is to be further subcontracted. If any further substantial portion 
of the Constructor’s work under this Subcontract be further subcontracted, an 
equitable adjustment of the Constructor’s fee fixed in Paragraph 7 hereof shall 
be fixed by the parties hereto. 

19. Any subcontract under this subcontract shall contain a provision per- 
mitting assignment thereof. 


ARTICLE IX—-MATERIAL AND EQUIPMENT PURCHASES 


20. Unless otherwise directed in writing by Contractor, each purchase of 
materials, supplies, tools, machinery, and equipment in excess of Five Hundred 
Dollars ($500.00), chargeable to the cost of the work, shall be made only with 
the prior written approval of the Contractor. Purchases chargeable to the 
cost of the work shall be made by Constructor acting as the purchasing agent 
of the Government in effecting such procurement, unless the Government shall, 
from time to time, direct that such purchases be made either (a) by the Govern- 
ment directly; or (0) by Contractor acting for and on behalf of the Government, 
and the Government shall be directly liable to the vendor for the purchase price ; 
Provided, however, That if Constructor is able to obtain more favorable terms 
by making any such purchase in its own name, it shall promptly give notice 
thereof to the Government and Contractor, and with the approval of or by 
direction of Contractor and the Government, Constructor may make such pur- 
chases in its own name. Constructor agrees to obtain the most favorable dis- 
count privileges available in purchasing materials, supplies, tools, machinery, 
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and equipment for the work. Purchase agreements heretofore entered into by 
anyone other than the Constructor shall be assigned to the Constructor for 
expediting, delivery, and administration. 

21. The Government and Contractor may prescribe the terms and conditions 
under which the materials, supplies, tools, machinery, and equipment shall be 
purchased by Constructor hereunder. 

22. If the Government or Contractor elects to furnish materials, supplies, ap- 
pliances, machinery, devices, or equipment, the Constructor shall make no pay- 
ments to the Government for any such item or items as may be so furnished, 
but the cost and value thereof shall be charged against the construction cost. 


ARTICLE X——TITLE TO WORK, MATERIALS, DRAWINGS, AND SPECIFICATIONS 


23. (a) As between the Government, Contractor, and Constructor, the title to 
all work completed or in the course of construction at the site, and the title 
to all construction equipment, tools, materials, and supplies, which are within 
the continental United States, in transit from the United States to Cuba, or 
which are in Cuba, and the purchase price of which is chargeable to the cost of 
the work, shall be in the Government. Constructor shall obtain and deliver 
to the Contractor for the account of the Government all necessary indicia of 
ownership, required licenses, and permits for said construction equipment, tools, 
materials, and supplies. If requested by Contractor or the Government, Con- 
structor shall render all necessary assistance in disposing of said equipment, 
tools, materials, and supplies. 

(6b) All materials, equipment, tools, and other properties of whatever nature 
belonging to the Government which shall remain unused or unconsumed shall, 
at the completion of the work, or prior thereto if it shall develop that there is 
no further need therefor, be stored in areas, sheds, or buildings, as may be 
appropriate in each instance, by the Constructor upon directions of the Con- 
tractor. Prior to storage, such cleaning, painting, and crating shall be done 
as will preserve such further usefulness as shall then remain in the respective 
properties. In lieu of storage at the site, the Government may require that 
portions of such properties be prepared and loaded for shipment to other loca- 
tions. The expenses of collection, preparation for storage, and storage, and of 
construction of any special sheds therefor and of loading for shipment, if re- 
quired, shall be included in construction cost. In accordance with the Regula- 
tions of the General Services Administration, Title I, Personal Property Man- 
agement, the Constructor may, upon the direction and with the approval of the 
Contractors and the Government, dispose of such Contract Inventory material as 
may be considered in the interest of the Government, the proceeds of such sales 
to be credited to the cost of the work. 

24. Title to all drawings, designs, and specifications prepared by the Con- 
structor, the cost of which is included herein, shall be in the Government. All 
drawings, specifications, and copies thereof, furnished by the Government or Con- 
tractor are to remain the property of the Government and shall not be used by 
Constructor on other work. Upon completion of the work or termination of this 
Subcontract, all drawings, designs, and specifications shall be delivered to Con- 
tractor for the account of the Government, and the Government shall have the 
right to make free use of such drawings, designs, and specifications as instru- 
ments for the construction of buildings or other improvements without any claim 
on the part of the Constructor for additional compensation by reason of such use. 


ACTICLE XI—RENTAL OF EQUIPMENT 


25. Constructor may, subject to the written approval of contractor, rent or 
lease from others construction equipment necessary for the proper and economical 
prosecution of the work. Rates of rentals and other terms and conditions shall 
be approved by Contractor before commitments are made. Rental of construction 
equipment shall be charged to the cost of the work at the actual rental paid by 
Constructor. Constructor shall exercise due care in the use, selection, handling, 
and transportation of such rental construction equipment. 

26. Contractor shall pay to Constructor for the use of construction equipment 
in sound and workable condition, owned and furnished by Constructor and neces- 
sary for the proper and economical execution of the work, a rental approved in 
advance by Contractor. Except as specified below, rental of all such construction 
equipment shall begin at the date of delivery of such construction equipment to a 
common carrier for shipment to the site of the work, as evidenced by bills of 
lading or other satisfactory evidence covering such shipment. In the event the 
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construction equipment is transported by Constructor, the rental shall start at, 
the time transport to the site begins but shall not exceed the equivalent time of 
shipping by common carrier. If such construction equipment is not in sound 
and workable condition when it arrives at the site of the work and is assembled,,. 
the rental therefor shall be suspended and until such construction equipment 
shall have been placed in sound and workable condition at the expense of Con- 
structor, no rental therefor shall be paid for any such period or suspension. 
If such construction equipment cannot be placed in sound and workable condi- 
tion, no transportation charges for the shipment therefor shall be included in the 
cost of the work or }\aid, either directly or indirectly, by Contractor. Determina- 
tion as to whether such construction equipment is in sound and workable condi- 
tion shall in every instance be made by Contractor. Delays in the use of such 
construction equipment caused by necessary minor field repairs and replacements, 
shall not interrupt the rental period, but no rental shall be paid for the period of 
any delay in the use of such construction equipment caused by major field re- 
pairs. The payment of rental shall cease on the date when the construction 
equipment is no longer needed and is returned to its point of origin or equivalent. 
Contractor may, but shall not be required to, establish such date by written 
notice to Constructor. 

In the event the rental paid by Contractor to Constructor for any such con- 
struction equipment shall equal seventy-five per cent (75%) of the replacement 
value thereof, as determined when the rental is approved by Contractor, such 
construction equipment shall be used thereafter by Constructor, or any of its 
Subcontractors, in the performance and execution of the work without further 
payment of rental by Contractor. Contractor and the Government shall not be 
responsible for loss or damage to any construction equipment of Constructor 
caused or occasioned by the fault or negligence of Constructor, or its Subcon- 
tractors. 

ARTICLE XII—WORKMANSHIP 


7 


27. The work shall be performed in the best and most workmanlike manner 
by qualified, careful and efficient workers, in strict conformity with the best 
standard practices and to the satisfaction of the Contractor. All materials, 
equipment, and other items furnished by Constructor to be incorporated in the 
work shall be new unless otherwise approved and shall conform with the 
specifications and/or drawings made a part of the Subcontract, unless otherwise 
specified or authorized by Contractor. 


ARTICLE XIII—REPRESENTATIVES AND EMPLOYEES 


28. Contractor will designate a responsible field representative at the site of 
the work. Constructor shall keep a competent construction manager acceptable 
to Contractor continuously on the job site whom the representative of Contractor 
may contact with regard to the work from time to time, All of the employees 
of Constructor engaged in the work shall be subject to the rules and regulations 
at any time promulgated by the Contractor for the safe, orderly, and efficient 
conduct of all operations upon the site where the work is to be performed, 
including all security regulations of the Plant and of the Government. 


ARTICLE XIV—-PERSONAL INJURIES AND DAMAGE TO PROPERY 


29. Constructor assumes entire responsibility and liability for losses, expenses, 
damages, demands and claims in connection with or arising out of any injury, 
or alleged injury (including death) to persons, or damage, or alleged damages, 
to property sustained or alleged to have been sustained in connection with or to 
have arisen out of the performance of the work by Constructor, its Subcon- 
tractors, agents, servants and employees, including losses, expenses or damages 
sustained by the Government or Contractor, and further, Constructor agrees. 
to indemnify and hold harmless Contractor and the Government, their agents, 
servants and employees from any and all such losses, expenses, damages, 
demands and claims and agrees to defend any suit or action brought against 
them, or any of them, based on any such alleged injury or damage, and to pay 
all damages, costs and expenses, including reasonable attorney’s fees, in con-- 
nection therewith or resulting therefrom; provided, however, Constructor will 
be reimbursed for any losses, expenses, or damages occasioned by the foregoing. 
in accordance with the provision of Paragraph 8M hereof. 
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ARTICLE XV—INSURANCE AND BONDS 


30. Constructor shall procure and maintain public liability insurance covering 
personal injury, including death, and property damage and such bonds and 
insurance as are required by law and such additional bonds and insurance as 
may be required by the Government and Contractor, with a company or compa- 
nies agreeable to the parties hereto and to the Government. The terms of any 
such bond or insurance policies shall be submitted to the Government and 
Contractor for approval. The Constructor shall not procure or maintain for its 
own protection any insurance (including self-insurance or reserves) covering 
loss or destruction of or damage to Government-owned property unless spe- 
cifically directed to do so by the Government through Contractor. 

31. In the event additional insurance coverages are considered to be necessary 
by the Constructor, detailed information setting forth the reasons and con- 
ditions requiring additional coverage must be furnished to the Government 
and Contractcr for consideration and approval before the Constructor may 
obtain the same. In the event the Government shall refuse to authorize such 
insurance, the Government shall act as a self-insurer against any losses which 
would have been covered by said insurance. 


ARTICLE XVI—TERMINATION 


32. Should the prime contract between Contractor and the Government cov- 
ering the Plant Expansion expire, terminate, or be canceled pursuant to the 
terms thereof, or should conditions arise which in the opinion of the Gov- 
ernment, make it advisable or necessary in the interest of National Welfare 
to cease work under this Subcontract, or should Constructor, at any time, 
refuse or fail to prosecute the work with promptness and diligence, or be 
guilty of a violation of the terms of this Subcontract, the Contractor may 
terminate this Subcontract by written notice to Constructor. Such termination 
shall be effective in the manner specified in said notice and shall be without 
prejudice to any claims which the Government and/or Contractor may have 
against Constructor. On receipt of such notice Constructor shall, unless the 
notice directs otherwise, immediately discontinue the work and the placing 
of orders for materials, equipment, and supplies in connection with the per- 
formance of this Subcontract, and shall, if requested, make every reasonable 
effort to procure cancellation of all existing commitments upon terms satis- 
factory to the Contractor, and shall thereafter do only such work as may be 
necessary to preserve and protect work already in progress and to protect 
material and equipment at the work or in transit thereto. If requested by the 
Government, Constructor shall assist in disposing of Government’s equipment, 
tools, materials, and supplies. 

33. If this Subcontract is terminated for the fault of Constructor, the Gov- 
ernment and/or Contractor may enter upon the premises and, for the purpose 
of completing the work, take possession of any or all materials, tools, machinery, 
equipment, and appliances which may be owned by or may be in the possession 
of Constructor, and the Government and/or Contractor shall have all options, 
privileges, and rights of Constructor necessary or proper for the completion of 
the work, and the Government and/or Contractor may complete or employ any 
other person or persons to complete said work. 

34. Upon termination of this Subcontract, final settlement of all claims of 
Constructor arising out of this Subcontract shall be made as follows: 

(a) Contractor shall assume and become liable for all obligations, commit- 
ments, and claims that Constructor may have theretofore in good faith under- 
taken or incurred in connection with the work and in accerdanee with the 
provisions of this Subcontract, and Constructor, as a condition of receiving 
the payments mentioned in this article shall execute and deliver all such papers 
and take such steps as may be required for the purpose of fully vesting in 
Contractor and the Government the rights and benefits of Contractor under such 
obligations and commitments. 

(b) Contractor shall pay all costs incurred in connection with the work and 
chargeable under article IV and not previously paid. 

(c) Contractor shall reimburse Constructor for such further expenditures 
after date of termination, for the protection and disposal of Government’s prop- 
erty and for accounting and other services in connection with the settlement of 
this Subcontract as are required or approved by the Government. 
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(d) In the event Contractor or the Government enters upon the premises 
for the purpose of completing the work as provided in paragraph 33 of this 
Article XVI, Contractor or the Government, as the case may be, shall pay 
rentals to Constructor for construction equipment which Constructor owns 
und which is at the site for use in connection with the work, such rentals to 
be paid at rental rates pursuant to the provisions of Article XI hereof. 

(e) If the Subcontract is not terminated for the fault or omission of Con- 
structor, Constructor will be paid that proportion of the fixed fee which the 
work actually completed at the date of termination bears to the entire work 
under this Subcontract, less fee payments previously made. If the Subcontract 
is terminated due to fault of Constructor, Contractor shall not be required to 
make any additonal payment on account of the fee other than the fee earned 
up to the date of said termination. 

35. Prior to final settlement, Constructor shall furnish a release as required 
in Article V . 

ARTICLE XVII—PATENTS 


36. No patented or patent-pending article, method or device shall be used or 
supplied in connection with the work without the prior approval of the Con- 
tractor, if the terms of purchase involve or require the payment of any license 
fee or royalty in addition to the purchase price or do not contain patent indemni- 
fication in form satisfactory to Contractor. 

37. Except as otherwise provided, the Constructor agrees to indemnify the Con- 
tractor and the Government, its officers, agents, and employees against liability, 
including costs and expenses, for infringement upon any letters patent of the 
United States (except Letters Patent issued upon an application which is now 
or may hereafter be for reasons of National security, order by the Government 
to be kept secret or otherwise withheld from issue) arising out of the patented 
methods, devices or articles elected by Constructor in connection with its con- 
struction operations hereunder. 


ARTICLE XVIII—PERMITS AND LICENSES 


38. Constructor shall procure all permits and licenses required to perform the 
work hereunder, observe and abide by all applicable laws, regulations, ordinances, 
and other rules of the State, territory or political subdivision thereof wherein 
the work is done, or any other duly constituted public authority having juris- 
diction provided that the cost of any license permit or fee incident to the right 
to do business either in the United States or in Cuba shall not be an allowable 
item of cost under Article IV hereof. 


ARTICLE xIx—LIENS 


39. Constructor shall indemnify and save harmless the Government and Con- 
tractor from all laborers’, materialmen’s and mechanics’ liens upon the real 
property upon which the work is located arising out of the labor and materials 
furnished by Constructor or any of its Subcontractors under this Subcontract, 
and shall keep said property free and clear of all liens, claims, and encumbrances 
arising from the performance of this Subcontract by Constructor or its Sub- 
contractors. The obligations of the Constructor under this paragraph shall be 
limited to the extent of the funds made available to Constructor pursuant to 
Article V hereof for the payment of any such labor, services, or materials con- 
stituting the basis of such lien, claim, or encumbrance. Any cost or expense 
incurred by the Constructor in the defense of any such lien, claim, or encum- 
brance, which is not due to any fault on the part of the Constructor, shall be 
an allowable item of cost under Article IV hereof. 


ARTICE XX—-COMPLIANCE WITH LAWS 


40. In the execution of this Subcontract, Constructor agrees to comply with, 
and give all sitpulations and representations required by applicable Federal and 
Cuban laws, regulations, decrees, and Executive Orders, and all applicable laws, 
decrees, rules, and regulations of the Republic of Cuba and any political Subdi- 
vision thereof, and further agrees to include a similar statement to the foregoing 
as a part of all Subcontracts entered into by Constructor in connection with this 
Subcontract. 

41. Copeland (Anti-Kickback) Act—Nonrebate of Wages.—The regulations of 
the Secretary of Labor applicable to Contractors and Subcontractors (29 CFR, 
Part 3), made pursuant to the Copeland Act, as amended (40 U. S. C. 276c), and 
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to aid in the enforcement of the Anti-Kickback Act (18 U. 8. C. 874), are made a 
part of this Subcontract by reference. The Constructor will comply with these 
regulations and any amendments and modifications thereof and will supply affi- 
davits required by the Government in connection therewith. The foregoing shall 
apply except as the Secretary of Labor may specifically provide for reasonable 
limitations, variations, tolerances, and exemptions. 

42. Walsh-Healey Public Contracts Act.—If this subcontract is for the manu- 
facture or furnishing of materials, supplies, articles, or equipment in an amount 
which exceeds or may exceed $10,000 and is otherwise subject to the Walsh-Healey 
Public Contracts Act as amended (41 U. S. C. 35-45), there are hereby incorpo- 
rated by reference all representations and stipulations required by said Act and 
regulations issued thereunder by the Secretary of Labor, such representations and 
stipulations being subject to all applicable rulings and interpretations of the Sec- 
retary of Labor which have now or may hereafter be in effect. 

43. Hight-hour Law—Overtime compensation.—No laborer or mechanic doing 
any part of the work contemplated by this Subcontract, in the employ of the Con- 
structor or any of its Subcontractors, contracting for any part of said work con- 
templated, shall be required or permitted to work more than 8 hours in any one 
calendar day upon such work except upon the condition that compensation is paid 
to such laborer or mechanic in accordance with the provisions of this paragraph. 
The wages of every laborer and mechanic employed by the Constructor or any of 
its Subcontractors engaged in the performance of this Subcontract shall be com- 
puted on a basic day rate of 8 hours per day and work in excess of 8 hours per 
day is permitted only upon the condition that every such laborer and mechanic 
shall be compensated for all hours worked in excess of 8 hours per day at not less 
than one and one-half times the basic rate of pay. For each violation of the re- 
quirements of this paragraph, a penalty of Five Dollars ($5.00) shall be imposed 
for each laborer or mechanic for every calendar day in which such employee is 
required or permitted to labor more than 8 hours upon said work without receiv- 
ing compensation computed in accordance with this paragraph, and all penalties 
thus imposed shall be withheld for the use and benefit of the Government: Pro- 
vided, That this stipulation shall be subject in all respects to the exceptions and 
provisions of the Eight-Hour Law as set forth in 40 U.S. C. 821, 324. 325, 325a, 
and 326, which relate to hours of labor and compensation for overtime. This 
paragraph shall apply to labor performed in Cuba so far as it is applicable under 
the laws of Cuba. 

44. Convict labor.—No person undergoing sentence of imprisonment at hard 
labor shall be employed under this Subcontract. 

45. Interest of Members of Congress.—No member of or delegate to Congress, 
or Resident Commissioner shall be admitted to any share or part of the Subcon- 
tract or to any benefit that may arise therefrom, but this provision shall not be 
construed to extend to the Subcontract if made with a corporation for its general 
benefit. 

46. Nondiscrimination.—In connection with the performance of work under 
this Subcontract, the Constructor agrees not to discriminate against any em- 
ployee or applicant for employment because of race, creed, color, or national 
origin; and further agrees to insert the foregoing provision in all its Subcon- 
tracts hereunder except Subcontracts for standard commercial supplies or for 
raw materials. The foregoing shall apply to employment in Cuba insofar as this 
paragraph is applicable under the laws of Cuba. 

47. Renegotiation—(a) It has been determined that this Subcontract has a 
direct and immediate connection with the National Defense and is subject to the 
Renegotiation Act of 1951 (65 Stat. 7: 50 U. S. C. App. 1211, et seq.) and shall 
be deemed to contain all the provisions required by Section 104 of said Act. 

(b) Constructor (which term as used in this paragraph 47 means the party 
contracting to furnish the materials or perform the work required by this Sub- 
contract) agrees to insert the provisions of this paragraph 47 in all Subcontracts 
as required by section 104 of the Renegotiation Act of 1951: Provided, That the 
Constructor shall not be required to insert the provisions of this paragraph 47 
in any Subcontract of a class or type which is exempt from renegotiation by or 
pursuant to Section 106 of said Act. 

(c) Nothing contained in this paragraph 47, however, shall impose any renego- 
tiation obligation with respect to this Subcontract or any Subcontract hereunder 
which is not imposed by or pursuant to an Act of the Congress, heretofore or 
hereafter enacted. 

48. Buy American Act.—The Constructor agrees that in the performance of 
the work under this Subcontract, the Constructor, its Subcontractors, material- 
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men and suppliers shall use only such unmanufactured articles, materials and 
supplies (which term “articles, materials, and supplies” is hereinafter referred 
to in this paragraph as “supplies”) as have been mined or produced in the 
United States, and only such manufactured supplies as have been manufactured 
in the United States substantially all from supplies mined, produced, or manu- 
factured, as the case may be, in the United States. Pursuant to the Buy 
American Act (41 U. S. C. 10-a—d), the foregoing provisions shall not apply (i) 
with respect to supplies excepted by the Administrator of General Services from 
the application of that Act; (ii) with respect to the supplies to be used outside 
the United States; or (iii) with respect to the supplies to be used in the per- 
formance of the work under this Subcontract which are of a class or kind 
determined by the Administrator of General Services or his duly authorized 
representative not to be mined, produced, or manufactured, as the case may be, 
in the United States in sufficient and reasonably available commercial quantities 
and of a satisfactory quality; or (iv) with respect to such supplies, from which 
the srmplies to be used in the performance of work under this Subcontract are 
manufactured, as are of a class or kind determined by the Administrator of 
General Services or his duly authorized representative not to be mined, produced, 
or manufactured, as the case may be, in the United States in sufficient and reason- 
ably available commercial quantities and of a satisfactory quality, provided that 
this exception (iv) shall not permit the use in the performance of work under 
this Subcontract of supplies manufactured outside the United States if such 
supplies are manufactured in the United States in sufficient and reasonably 
available commercial quantities and of a satisfactory quality. This section shall 
not apply to the following materials: cork; sisal; hemp; flax: jute; silk; licorice 
root: asbestos: English china clay; English ball clay; carnauba wax; mica: 
rubber ; antimony; manganese; titanium; tungsten; zirconium; chromium; plat- 
inum; tin; nickel; and natural nickel alloys. 

49. Performance and payment bonds.—(a) The Constructor shall furnish 
performance and payment bonds in accordance with the provisions of the Act 
of August 24, 1935 (Miller Act) (49 Stat. 793 (40 U. S. C. 270 a, b, « and d)) 
in amounts required from time to time by the Government and/or Contractor. 

(>) Should any surety upon the performance and payment bonds furnished 
by the Constructor in connection with the Subcontract become unacceptable to 
the Government and/or Constructor, or if any such surety shall fail to furnish 
reports as to his financial condition from time to time as requested by the 
Government and/or National Lead Company, the Constructor must promptly 
furnish such additional security as may be required from time to time to 
protect the interest of the Government and/or Contractor and of persons supply- 
ing labor or materials in the prosecution of the work contemplated by the 
Subcontract. 

50. Assignment of claims.—Pursuant to the provisions of the Assignment of 
Claims Act of 1940, as amended (31 U. S. C. 208, 41 U. S. GC. 15), if this Sub- 
contract provides for payments aggregating One Thousand Dollars ($1,000.00) 
or more, claims for monies due or to hecome due the Constructor from the Gov- 
ernment or Contractor under this Subcontract may be assigned to a bank, trust 
company, or other financing institution, including any Federal lending agency, 
and may thereafter further be assigned and reassigned to any such institution. 
Any such assignment or reassignment shall cover all amounts payable under 
this Subcontract and not already paid, and shall not be made to more than one 
party, except that any such assignment or reassignment may be made to one 
party as agent or trustee for two or more parties participating in such financing. 
Notwithstanding any other provision of this Subcontract, payments to an assignee 
of any monies due or to become due under this Subcontract shall not, to the 
extent provided in said Act as amended, be subject to reduction or set-off. 


ARTICLE XXI—CHANGES 


51. The Contractor with the Government’s approval, may at any time by 
written order to Constructor, issue additional instructions, require additional 
work or services, require changes or alterations in the work, or direct the 
omission of work or services covered by this Subcontract. If, in the reasonable 
judgment of Contractor, said changes, additions, alterations or omissions result 
in a material increase or decrease in the scope or character of the work provided 
under this Subcontract, an equitable adjustment of the time for completion 
and of the fixed fee of Constructor will be made for additional work or for 
work omitted. The amount of the fixed fee will not be adjusted or changed 
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because of any errors or omissions in computing the estimated cost of the work, 
or where the actual cost varies from the estimated cost. Constructor shall make 
no additions, changes, alterations or omissions except upon the prior written 
order of the Contractor given before the work in which such addition, change, 
alteration or omission is involved is done or any services are rendered. Any 
claim for adjustment under this Article XXI must be asserted in writing to the 
Contractor within thirty (30) days from the date of receipt by Constructor 
of the written order. If the Constructor and the Contractor fail to agree upon 
the adjustment to be made, said disagreement shall be determined in accordance 
with the provisions of Article XLII hereof; but nothing herein shall excuse the 
Constructor from proceeding with the prosecution of the work as changed. 


ARTICLE XXII—INDEPENDENT CONTRACTOR 


52. Constructor shall be an independent contractor, and any provision in this 
Subcontract which may appear to give Contractor or the Government the right 
to direct Constructor as to the details of performing the work, or to exercise a 
measure of control over the work shall be deemed to mean, and shall mean, that 
Constructor shall fulfill the desires of Contractor and the Government in the 
results of the work only, and not in the means whereby the work is to be accom- 
plished, and Constructor shall use its own discretion and shall have complete and 
authoritative control over the work and as to the details of the performance of 
the work. 

ARTICLE XXIII—OTHER WORK 


53. Contractor, at the site of the work, may perform work not covered by this 
Subeontract and may award contracts to others for such work, and Constructor 
shall fully cooperate with Contractor or with such other subcontractors and 
carefully coordinate his own work with the work of Contractor and such other 
subcontractors as may be selected by Contractor. Constructor shall perform the 
work in such manner as to cause the least possible amount of interference with 
the operation of the plant facilities, and shall cooperate with Contractor in all 
ways to prevent and/or minimize any such interference. 


ARTICLE XXIV—INSPECTION 


54. Contractor and the Government shall at all times have access to the work 
wherever it is in preparation or in porgress, and Constructor shall provide suf- 
ficient, safe and proper facilities for such access and for inspection. When any 
work is being executed away from the job site, Contractor shall be notified in 
reasonable time where such work is to be done and when it will be ready for 
inspection, so that Contractor may, if it so desires, inspect the same from time 
to time before delivery to the job site. 

55. Contractor shall have the right to reject materials and workmanship which 
are defective or which fail to conform to the requirements of this Subcontract. 
Rejected workmanship shall be satisfactorily corrected, and rejected materials 
shall be satisfactorily replaced with proper materials without charge to the Con- 
tractor and the Government, when the cause for such rejection and replacement 
is attributable to the fault or negligence of Constructor’s supervisory personnel 
down to and including the grade of superintendent, and Constructor shall prompt- 
ly segregate and remove the rejected materials from the job site. If Constructor 
does not correct such defective workmanship or replace the rejected materials 
attributable to the aforesaid fault or negligence of Constructor’s supervisory 
personnel down to and including superintendents, within a reasonable time, Con- 
tractor may do so and charge the expense thereof to Constructor. Should it be 
considered necessary or desirable by the Contractor at any time before final ac- 
ceptance of the entire work, to make an examination of the work already com- 
pleted by removing or tearing out same, Constructor shall, upon request, promptly 
furnish all necessary facilities, labor and materials therefor. If upon such 
examination, such work is found to be defective in any material respect due to 
the fault or negligence of Constructor’s supervisory employees down to and in- 
cluding the grade of superintendent, or the fault or negligence of any subcon- 
tractors selected by the Constructor, the Constructor shall defray all the ex- 
pense of such examination and of said reconstruction. If, however, such work 
is found to meet the requirements of this Subcontract, or if found defective for 
reasons other than the bad faith, fault or negligence of the aforesaid super- 
visory personnel of Constructor, or of Subcontractors of Constructor’s selection, 


Constructor shall be compensated for its actual costs for such examinations and 
replacements. 
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56. No failure of the Contractor during the progress of the work to discover or 
reject materials or work not in accordance with this Subcontract shall be deemed 
a waiver of defects therein; and no payment or partial or complete use of the 
work by the Contractor shall be construed to be an acceptance of the work or 
materials which are not strictly in accordance with this Subcontract; but the 
Constructor shall not be held liable for any such defect one year after the date 
of final payment hereunder. 

57. Any special tests required by Contractor which are not provided for 
by the drawings and specifications or by the provisions of this Subcontract shall 
be made as specified by the Contractor, and the costs thereof shall be an al- 
lowable item of cost under the provisions of Article IV hereof. 


ARTICLE XXV 
58. There is no Paragraph 58 or Article XXV in this Agreement. 
ARTICLE XXVI—ASSIGNMENT 


59. This Subcontract shall bind and inure to the benefit of respective succes- 
sors and assigns of the parties thereto; but Constructor shall not assign this 
Subcontract or the proceeds thereof or any portion thereof, without written 
consent of the Government and Contractor first had and obtained. 


ARTICLE XXVII—NON WAIVER OF DEFAULTS 


60. Any failure by the Government or Contractor at any time, or from time 
to time to enforce or require the strict keeping and performance of any of the 
terms or conditions of this Subcontract shall not constitute a waiver of such 
terms or conditions and shall not affect or impair such terms or conditions in any 
way, or the right of Contractor or the Government at any time to avail them- 
selves of such remedies as they may have for any breach or breaches of such 
terms or conditions. 


ARTICLE XXVIII—SUBCONTRACT PROVISIONS 


61. Constructor will insert in each of its subcontracts the provisions set forth 
in paragraphs fifteen (15), sixteen (16), twenty (20), twenty-one (21), twenty- 
three( 23), twenty-four (24), forty (40), forty-one (41), forty-two (42), forty- 
three (438), forty-four (44), forty-five (45), forty-six (46), forty-seven (47). 
forty-eight (48), fifty (50), sixty-eight (68), and seventy (70) of this Subcontract. 
and such other stipulations as the Government and Contractor mav by anpronri- 
ate instructions reauire. 


ARTICLE XXIX—BREACH OF COVENANTS 


62. A breach of any of the covenants herein contained mav be grounds for 
termination of this Subcontract. 


ARTICLE xxXX—TIME OF ESSENCE 


63. It is understood and agreed by the parties hereto that time is of the 
essence in this Subcontract, but neither of the parties hereto guarantees cnm. 
pletion of the work hereunder within the twenty-four (24) month periad eot 
forth in Paragraph 5 of Article II hereof. 


ARTICLE XXXI—SCHEDULE FOR COMPLETION—FORCE MAJEURE 


64. Pursuant to Article II, paragraph 5, a definite time schedule will be pre- 
pared by Constructor and the approval of Contractor obtained thereto. Con- 
structor shall use its best efforts to comply with this schedule in carrying out 
the work. 

65. If Constructor is delayed in the completion of the work due to acts of the 
Government or Contractor, acts of other contractors or subcontractors in per- 
forming a contract with the Government or Contractor, fire, floods, strikes, or 
other casualties beyond the control and without fault or negligence of Con- 
structor, or delays of Subcontractors under this Subcontract due to any of said 
causes the time for completion shall be extended for a period, determined by the 
Contractor, equivalent to the time of such delay. Unless Constructor notifies 
Contractor in writing of such delay and the causes therefor within ten days 
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Por i after the delay commences, Constructor will be deemed to have waived the 
ned extension of time. 
the | ARTICLE XXXII—REPORTS 
i. 66. Constructor agrees to furnish the Contractor such periodic and special 
late ff reports as may from time to time be reasonably required. 
for ARTICLE XXXIII—SFCURITY REGULATIONS—CONTROL OF EMPLOYEES 
hall 67. (a) Constructor agrees to conform to all security, safety, and fire-pro- 


al- tection regulations and requirements of the Government and/or the operating 
; contractor of the plant. 

(b) The Constructor shall be responsible for maintaining satisfactory stand- 
ards of employee competency, conduct and integrity and shall be responsible for 
taking such disciplinary action with respect to its employees as may be neces- 
sary. The Government and/or Contractor reserves the right to require the 
Constructor to remove any employee from the work or any part thereof as well 
as from the site of the work, whom the Government and/or Contractor deem in- 
competent, careless or insubordinate, or whose continued employment on the 
work is deemed by the Government and/or Contractor to be contrary to the 
public interest. 


ces- 
this 


on ARTICLE XXXIV—TAXES 


68. (a) Any tax or similar charge (other than a tax upon income of the 
Constructor or any subcontractor and other than a tax imposed upon, by 


a reason of, or measured by the Constructor’s or subcontractor’s fee) paid by the 
the Constructor or any cost-plus-a-fixed-fee subcontractor hereunder which was 
; imposed legally by the Federal Government or any State or local Government 


= and is directly applicable to the completed articles, or work to be furnished 
oor under this contract, or to articles incorporated in such completed articles or 


work, or to the materials or services required or used in the production of such 
supplies or work, or to the importation, transportation, production, processing, 
manufacture, construction, sale or use of such articles, services or materials 
shall constitute an item of Cost under this subcontract or such cost or cost- 
plus-a-fixed-fee subcontract; Provided, However, that the Constructor shall 


uch 


orth . request, and, at its option, the Government may issue appropriate tax exemption 
nty- & certificates or furnish other proof of exemption for use by the Constructor and 
rty- any such cost or cost-plus-a-fixed-fee Subcontractor hereunder in obtaining 
47). @ exemption from any such State or local tax incurred in the performance of this 


ract contract, or such subcontract hereunder, and upon issuance of such tax exemp- 
nri- tion certificate or furnishing of such proof of exemption with respect to any 
such tax or charge, such tax or charge shall not be considered as an item of Cost 
under this subcontract. 
(6b) Notwithstanding the foregoing, amounts paid by the Constructor in 
respect of any such State or local tax for which a tax exemption certificate or 
for other proof of exemption has been furnished hereunder will be considered items 
of Cost under this contract if, after the State or local taxing authorities refuse 
to recognize such tax exemption certificate of other proof of exemption, the 
Constructor shall notify the Contractor of the State or local taxing authorities’ 
refusal to recognize such tax exemption certificate or other such proof of exemp- 
tion and shall take such steps as may be requested by the Government or Con- 
tractor to cause such tax to be paid under protest, to preserve and to cause 
to be assigned to the Government any and all rights to any refund of such tax, to 
permit the Government to prosecute any claim, litigation or proceeding in the 
name of the Constructor and to furnish to the Government all reasonable 
assistance and cooperation requested by the Government in the prosecution of 
any such claim, litigation or proceeding for the recovery of such tax. 
















pre- 
Jon- 


ARTICLE XXXV—-N YES 
out ARTICLE XXXV OTICES 


: : 69. Any notice or order provided for in this Subcontract shall be considered 
‘the § as having been given. 

per- | (a) To the Government, if delivered personally to its designated representa- 
, or tive at the site of the work, with authority to act for it, or if mailed to the 
a9 4 Nickel-Graphite Committee, General Services Administration, Washington 25, 
‘ D. C. 

' the (b) National Lead Company (Prime Contractor) if delivered personally to 
‘ifies | its Resident Manager at the site of the work, or if mailed to National Lead 
days Company, 111 Broadway, New York 6, New York. 
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(c) Constructor (Snare-Merritt), if delivered personally to its Construction 
Manager at the site of the work or if mailed to Project Manager, Snare-Merritt 
at 74 Trinity Place, New York 6, New York. 


ARTICLE XXXVI—EXAMINATION OF RECORDS 


70. Constructor agrees that the Comptroller General of the United States or 
any of his duly authorized representatives, shall, until the expiration of three 
(3) years after final payment under this Subcontract have access to and the 
right to examine any directly pertinent books, documents, papers, and records 
of Constructor involving transactions related to this Subcontract. 


ARTICLE XXXVII—REMOVAL OF DEBRIS 


71. The Constructor during the progress of the work shall remove rubbish and 
debris and dispose of the same and shall keep the premises, including the site, 
in such orderly and workmanlike condition as is consistent with the character 
and magnitude of the work and as will reduce to the lowest practicable limits 
potential sources of hazard to persons and property. Upon completion of the 


work, the site and all portions of the project shall be left in a clean, neat, work- 
mablike condition. 


ARTICLE XXXVIII—EXAMINATION OF PRIME CONTRACT 


- 


‘2. Constructor hereby represents that it has examined the Prime Contract 
No. GS-00-B (D)-1516 between the United States of America and National 
Lead Company and that said Prime Contract is incorporated herein and made 
a part of this Subcontract as though herein fully set forth; and Constructor 
agrees that every decision or determination which by the Prime Contract is made 
binding or conclusive upon Contractor shall correspondingly be binding and con- 
clusive upon Constructor with respect to the work to be performed under this 
Subcontract, and all obligations and requirements imposed upon Contractor by 
the Prime Contract shall be performed by Constructor to the extent of the work 
hereby subcontracted. The obligations assumed by the Constructor herein are 
to construct the additional facilities in accordance with approved plans and speci- 
fications furnished to it by contractor and there is no warranty by the Con- 
structor that construction pursuant to said plans and specifications will result 
in a plant of the production capacity recited in the Prime Contract. 


ARTICLE XXXIX—SPECIAL PROVISIONS 


73. Snare and Merritt agree that it shall be the joint responsibility of both 
corporations to perform the work as stated in this Subcontract with due diligence 
and reasonable care; each corporation, however, shall be severally liable for such 
performance. 

74. Snare and Merritt, jointly or severally, agree to furnish appropriate pay- 
ment and performance bonds if required by Contractor and the Government. 

75. Snare and Merritt jointly and severally, agree not to use any of the monies 
derived from this Subcontract for payment of dividends or bonuses until such 
Subcontract shall have been fully performed, provided, however, that monies 
paid on account of such fixed fee as specified in Article III may be used for the 
aforesaid purposes on the condition that Snare and Merritt, acting jointly as the 
Constructor herein, are not and have not been for a period of at least ninety 
(90) days prior to date of payments of dividends or bonuses in default in per- 
formance under any provisions of this Subcontract. 


ARTICLE XL—APPROVAL OF SUBCONTRACT 


76. This Subcontract shall be subject to the written approval of the Govern- 
ment, 


ARTICLE XLI—LETTER OF INTENT 


77. This subcontract supersedes and replaces the letter order dated the 19th 
day of August, 1954, as amended, between National Lead Company and Frederick 
Snare Corporation and Merritt-Chapman & Scott Corporation. 
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ARTICLE XLII-——DISPUTES 


78. The Government by the approval of this subcontract, consents to the de- 
termination of any dispute or disputes between the parties hereto, concerning a 
question of fact in the manner provided in the disputes clause (Article XXIT) 
of the prime contract, with the Constructor herein standing in the place of the 
Contractor therein. 

IN WITNESS WHEREOF, the parties hereto have executed this Subcontract as of 
the day and year first above written. 

NATIONAL LEAD COMPANY [SEAL], 
By H.C. Witpner, Vice President. 
Witness : 
J. B. Henricn, Secretary. 


FREDERICK SNARE CORPORATION [SEAL] 
3y RANDALL CrEMER, Executive Vice President. 
Witness: 
FRANK E. Hack. 
MerrITT-CHAPMAN & Scorr CorporRATION [SEAL], 
By I. B. Purpy, Vice President. 
Witness: 
EK. A. PASHA. 
Approved : 
NIcKEL-GRAPHITE COMMITTEE, 
By J. P. PINKLEy, Chairman, 
Nickel-Graphite Committee. 


CoNstructor’s SuscontTrRaAct To Contract No. GS—00—-B (D)-1516 
AMENDMENT No. 1 


THIS AMENDMENT, entered into as of the 19th day of August, 1954, by and be- 
tween NATIONAL LEAD CoMPANY (hereinafter sometimes called “CONTRACTOR”’), 
and FREDERICK SNARE CorRPORATION (hereinafter sometimes called “SNARE”), and 
MeErRITT-CHAPMAN & Scotr Corporation (hereinafter sometimes called 
‘“MERRITTY”’). 

WITNESSETH THAT: Whereas, on the 30th day of April, 1954, the United States 
of America, acting by and through the Administrator of General Services (here- 
inafter sometimes called the “‘“Government’”) and the Contractor entered into 
Contract No. GS-00-B(D)-1516 providing for the expansion of the facilities 
of the Government-owned plant at Nicaro, Oriente Province, Cuba: and 

Whereas, as of the 19th day of August, 1954, the Contractor entered into a 
Subcontract with SNAre-Merritt for the Constructor’s work of the Prime Con- 
tract; and 

Whereas the parties to said Subcontract and the Government desire certain 
modifications and amendments in the said Subcontract; 

Now, therefore, the said Subcontract is hereby modified and amended, but only 
as follows: 

1. To paragraph 19 on page 13 of the said Subcontract, add after the word 
“thereof” the following language: ‘* * * to the Government or Contractor, but 
not otherwise.” 

2. In Article XXVIII, Paragraph 61 on Page 31, to the list of paragraphs which 
must be inserted in Subcontracts under this Subcontract and Paragraph sixty- 
seven (67). 

3. In Article XXXVI, Paragraph 70, line 4, on Page 35, delete the words: ‘‘* * * 
this subcontract * * *” and insert, in lieu of the words so deleted, the following 
language: “the Prime Contract No. GS—00—-B(D)-1516 between the United 
States of America and National Lead Company * * *”, 

4. Delete the present Paragraph 46, Non-Discrimination, and insert in lieu 
thereof the following: 

“46, Nondiscrimination.—In connection with the performance of work under 
this Subcontract, the Constructor agrees not to discriminate against any employee 
or applicant for employment because of race, religion, color, or national origin. 
Che aforesaid provision shall include, but not be limited to, the following: Em- 
ployment, upgrading, demotion, or transfer; recruitment or recruitment advertis- 
ing; layoff or termination; rates of pay or other forms of compensation; and 
selection for training, including apprenticeship. The Constructor agrees to post 
hereafter in conspicuous places, available for employees and applicants for em- 
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ployment, notices to be provided by the Contractor setting forth the provisions 
of the nondiscrimination clause. The Constructor further agrees to insert the 
foregoing provision in all Subcontracts hereunder, except Subcontracts for 
standard commercial supplies or raw materials. The foregoing shall apply to 
employment in Cuba insofar as this paragraph is applicable under the laws of 
Cuba.” 
IN WITNESS WHEREOF, the parties hereto have executed this Amendment as of 
the day and year first above written. 
NATIONAL LEAD COMPANY [SEAL], 
By H. C. Witpner, President. 
Witness: 
J. B. HenricH, Secretary. 
FREDERICK SNARE CORPORATION [SEAL], 
By RANDALL CREMER, Vice President. 
Witness: 
H. O. WARE. 
Merrit-CHAPMAN & Scorr CORPORATION [SEAL], 
By I. B. Purpy, Vice President. 
Witness: 
MARGARET CC. MULLOoy, 
Approved : 
GENERAL SERVICES ADMINISTRATION, 
NICKEL-GRAPHITE COMMITTEE. 
By J. P. PINKLEY, Chairman. 


Contract No. DMP-105 BeTwreEeN UNITED STATES OF AMERICA AND F'REEPORT 
SULPHUR COMPANY 


THIS CONTRACT, entered into between the UNITED STATES oF AMERICA (herein- 
after referred to as the “Government” ), acting by and through the Administrator 
of General Services, his successors, assigns, and duly authorized representatives 
(pursuant to the authority contained in the Defense Production Act of 1950, as 
amended, and Executive Order No. 10480, as amended) and FREEPORT SULPHUR 
CoMPANY, a corporation organized and existing under the laws of the State of 
Delaware, (hereinafter referred to as the “Contractor’”’), 

WITNESSETH : 

Whereas Contractor represents that by virtue of its own research and develop- 
ment work and of information available to it under an exclusive license from 
Chemical Construction Corporation (hereinafter referred to as ““Chemico”), it 
has processes for the production of nickel and cobalt metals from Cuban lateritic 
ores ; and 

Whereas Nicaro Nickel Company (hereinafter referred to as “Nicaro’’), a 
wholly owned subsidiary of Contractor, is the owner of certain properties in the 
Moa Bay region of Cuba containing lateritic ores; and 

Whereas existing supplies of nickel metal and cobalt metal are inadequate to 
meet the requirements of the National Defense Program and the Government 
desires to have one hundred and fifty million (150,000,000) pounds of nickel metal 
and fifteen million (15,000,000) pounds of cobalt metal produced ; and 

Whereas Nicaro has expressed a willingness to enter into a purchase contract 
with the Government for the sale of nickel and cobalt metals derived from said 
ores in the Moa Bay region of Cuba ; and 

Whereas the Government is of the opinion that the cost of metal produced 
from such ores by means of said processes is too uncertain, and that the interests 
of national defense would be served by the further development of processes to 
treat such ores in a pilot plant operation to develop engineering and cost data 
on a scale which will permit extrapolation of such data to a commercial operation 
with a maximum degree of assurance; and 

Whereas in accordance with the Government’s request, Contractor submitted to 
the Government for its confidential use, with a letter dated January 18, 1954, a 
report containing, among other things, an estimate of the cost of construction 
and operation for one year of a pilot plant to treat fifty short dry tons per day 
of Moa Bay ore, as defined hereinafter, for the recovery of nickel metal and cobalt 
metal and a brief description of the proposed process, together with material flow 
diagrams and process equipment flow diagrams, said letter of January 18, 1954 
and report hereinafter being referred to as the “Confidential Report”; and 
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Whereas, simultaneously with the execution of this Contract, the Government 
and Nicaro are entering into a purchase contract for the sale by Nicaro to the 
Government of certain quantities of nickel and cobalt metals over a period of 
five (5) years (hereinafter referred to as the “Production Contract” ) ; 

Now, therefore, in consideration of the premises and of the mutual promises 
herein contained, the parties hereto agree as follows: 


ARTICLE I. DEFINITIONS 


For the purposes of this Contract : 

A. “Moa Bay Ore” means Cuban lateritic ore averaging about 1.35 per cent 
nickel and about 0.14 per cent cobalt, derived from mining properties owned or 
controlled by Nicaro in the Moa Bay region of Cuba. 

B. “Process” and “Alternate Process.” 

1. “Process” means a high temperature, sulphuric acid leaching process, includ- 
ing all apparatus, equipment, and devices relating to and useful in the process, 
for separation and recovery of nickel and cobalt metals (and which may subse- 
quently permit the recovery of byproducts) from Cuban and other lateritic ores 
and which Contractor represents is owned by it or available to it under license 
from Chemico, consisting of the following three principal steps as set forth in the 
Confidential Report : 

(a) sulphuric acid leaching, 

(b) production of an intermediate concentrate of nickel and cobalt by 
selectively precipitating the nickel and cobalt under controlled conditions as 
sulphides, and 

(c) production of nickel and cobalt metal from the intermediate concen- 
trate by redissolving the nickel and cobalt contained therein as sulphates and 
by selective reduction of nickel and cobalt from the resulting solution by 
means of hydrogen. 

2. “Alternate Process” means (a) a method of producing nickel and cobalt 
metals from Cuban and other lateritic ores, including all apparatus, equipment, 
and devices relating to and useful in the process, that is similar to the Process 
except that, in the second step, the intermediate concentrate of nickel and cobalt 
is produced by selectively precipitating the nickel and cobalt as hydroxides rather 
than sulphides; (b) any other process recommended by Contractor and approved 
in writing by the Government; or (c) any other process requested by the Govern- 
ment and assented to by Contractor. 

3. (a) There is attached hereto as Confidential Schedule I and made a part 
hereof a list of all United States patents and patent applications owned by 
Contractor or Chemico or under which either of them has a right to grant 
licenses relating to the Process or the Alternate Process. 

(b) At the conclusion of the Construction Program referred to in Article 
III-A hereof, Contractor shall furnish to the Government a supplemental list, 
identical in form, of all United States patents and patent applications covering 
inventions developed independently of the Construction Program. Such sup- 
plemental list shall be designated Confidential Supplemental Schedule I and 
shall be attached hereto and made a part hereof. 

C. “Plant Site” means a parcel of real property to be provided by Contractor 
at its own cost, located in the Parish of Plaquemines, State of Louisiana. 

D. “Pilot Plant Program” means the project for the construction and opera- 
tion of a pilot plant on the scale, in the manner, and for the purposes set forth 
in this Contract. 

E. “Nickel” means nickel metal meeting the chemical and physical require- 
ments for any one of the forms of nickel metal specified in National Stockpile 
Material Purchase Specifications P—36, dated February 13, 1952. 

F. “Cobalt”? means cobalt metal meeting National Stockpile Material Purchase 
Specifications P—13—R, dated March 10, 1953. 


ARTICLE II. PURPOSES OF THE PILOT PLANT PROGRAM 


Contractor shall perform such acts as are necessary: 

A. To test the commercial technical feasibility of the Process, as described 
in detail in the Confidential Report, which Confidential Report by this ref- 
erence is incorporated herein and made a part hereof, or any duly authorized 
Alternate Process ; 

B.To provide adequate design and engineering data to enable Nicaro to 
design and construct a commercial scale plant necessary and sufficient to carry 
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out Nicaro’s obligations under the Production Contract when it becomes opera- 
tive; and 

C. To accumulate cost data necessary to determine the economic feasibility of 
the proposed commercial scale plant. 


ARTICLE III. CONSTRUCTION AND OPERATION OF PILOT PLANT 


To fulfill the obligations undertaken by Contractor under this Contract, Con- 
tractor shall perform the following work: 

A. Construction Program: 

1. Contractor shall, without delay, design, construct, equip, and maintain 
on the Plant Site a Pilot Plant suitable for testing the Process. The Pilot shall 
have a capacity to treat fifty dry short tons (2,000 pounds avoirdupois each) 
per day of Moa Bay Ore, and shall consist of any and all improvements, build- 
ings, structures, installations, machinery and equipment located in or upon 
the Plant Site pursuant to the provisions of this Contract. 

2. Contractor shall acquire, for its own account, the Plant Site together with 
such easements and other rights as may be necessary to the full use and enjoy- 
ment thereof for the purpose of constructing and operating the Pilot Plant. 
Contractor shali furnish the Government with a detailed description of all such 
property which description shall be designated Schedule Ik and shall be attached 
hereto and made a part hereof. 

3. Contractor shall construct or cause to be constructed, as economically as 
reasonably practicable, such improvements, buildings, structures, and installa- 
tions as will be adequate to the discharge of Contractor’s obligations hereunder. 
The buildings, structures, and installations to the extent reasonably practicable 
shall be temporary and removable. 

4. Contractor shall purchase, for the Government’s account, as economically 
as reasonably practicable, machinery and equipment adequate to discharge the 
Contractor’s obligations under this Contract, with the understanding that, 
insofar as reasonably practicable, Contractor shall acquire used equipment 
in satisfactory condition; and shall install such machinery and equipment and 
perform all other steps necessary for the assembly and operation of the facilities. 

5. Contractor shall furnish the Government with a detailed description of all 
such improvements, buildings, structures, installations, machinery, and equip- 
ment together with the estimated cost thereof prior to the acquisition or con- 
struction thereof, which description shall be designated Construction Appendix 
A and shall be attached hereto and made a part hereof. 

6. The Pilot Plant facilities shall be constructed, equipped, and ready for 
operation as soon as reasonably practicable but (subject to the provisions of 
Article XXVI) no later than one (1) year from the date of approval by the 
Government of Construction Appendix A hereof. 

7. In carrying out its obligations under the Construction Program, Contractor 
may employ such subcontractors and enter into such written contracts with 
them as it may deem advisable; a copy of any such contract shall be furnished 
to the Government within thirty (80) days after the execution thereof. 

8. Within fifteen (15) days after the completion of the construction of the 
Pilot Plant Contractor shall notify the Government in writing of the date of 
such completion. 

B. Operation Program 

1. Ore Supply. During the period of construction of the Pilot Plant, Con- 
tractor shall take whatever steps are necessary to procure a supply of approxi- 
mately 20,000 short tons of wet Moa Bay Ore to be used in the operation of the 
Pilot Plant, and shall cause such ore to be shipped to the Pilot Plant at such 
times and in such quantities so that ore will always be available when needed. 

2. Immediately upon the completion of the construction of the Pilot Plant, 
Contractor shall cause such plant to be placed in operation in such manner as 
is necessary to fulfill the purposes referred to in Article II hereof. Contractor 
shall employ only the Process in the operation of the plant; Provided, however, 
that in the event Contractor determines that it would be desirable to test an 
Alternate Process, Contractor shall advise the Government of such determina- 
tion in writing, setting forth in detail the reasons upon which such determina- 
tion is based and the nature of the Alternate Process, which determination shall 
be promptly considered by the Government and, subject to the approval of the 
Government, Contractor shall have the right to test the Alternate Process in the 
operation of the Pilot Plant; and provided further that the Government shall 
have the right to request Contractor to test an Alternate Process. 
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3. Contractor shall operate and maintain the Pilot Plant until either: 

(a) Data have been accumulated which, to the satisfaction of the Contractor, 
(i) demonstrates the commercial technical feasibility of the process used, (ii) 
provide sufficient information for the efficient engineering design of the com- 
mercial scale plant proposed under the Production Contract, and (iii) lead to a 
determination that a commercial scale plant may be economically feasible, or 
(iv) support contrary conclusions, or 

(b) The expiration of one (1) year from the date of completion of the Con- 
struction Program, whichever of the above events, (a) or (b), first occurs, 
subject however to the provisions of Article III-B-—5 (a) hereof. 

4. (a) Promptly after the happening of the earlier of the two events referred 
to in Article III-B-3 hereof, Contractor shall notify the Government, in writing, 
whether or not in its opinion the data which have been accumulated (i) demon- 
strate the commercial technical feasibility of the process used, (ii) provide 
sufficient information for the efficient engineering design of the commercial 
scale plant proposed under the Production Contract, and (iii) lead to a deter- 
mination that a commercial scale plant may be economically feasible. 

(b) In the event Contractor advises the Government that in its opinion such 
data demonstrate such feasibility and provide such information then if within 
six (6) months thereafter Contractor (i) notifies the Government in writing 
that it has determined that the proposed commercial scale plant is economically 
feasible and that Nicaro or any other subsidiary company owned or controlled by 
Contractor or Nicaro will proceed with the construction of commercial facilities, 
and (ii) delivers to the Government a statement in writing setting forth its 
estimate of the amount of capital required for the construction of the proposed 
commercial scale plant and of the amount of working capital required for pur- 
poses of operation, stating that it has obtained the aggregate capital required 
for such purposes, and setting forth the manner in which such capital has been 
obtained and will be made available, the Production Contract herein referred 
to shall automatically become operative, unless previously terminated by the 
Government pursuant to the provisions of said Production Contract. 

(c) In the event Contractor advises the Government that in its opinion such 
data do not demonstrate such feasibility or do not provide such information 
Contractor shall cease operating the Pilot Plant and all property acquired under 
this Contract shall be disposed of as hereinafter provided. 

5. (a) In the event Contractor’s determination under Article III-B-4 (a) 
hereof is in the affirmative and Contractor determines that it is desirable to 
continue operation of the Pilot Plant beyond one (1) year from the date of 
commencement of operations thereof, Contractor upon notifying the Govern- 
ment in writing may continue the operation of such Pilot Plant for an addi- 
tional period of not more than one (1) year without rental but at its own 
operating expense: provided, however, that this paragraph shall not extend the 
time within which Contractor must give the notice required in Article III-B—-4 
(b) hereof. In such event Contractor shall hold the Government harmless from 
any and all claims for damages of every character caused to property and from 
any and all claims for personal injuries (including death), resulting from or 
connected with the operation of the Pilot Plant during such extended period. 

(b) In the event Contractor gives the advice required under Article III-B-4 
(c) hereof but the Government desires to operate said Pilot Plant for an addi- 
tional period Contractor will upon written request from the Government lease 
the Plant Site to the Government without rental (except that the Government 
Shall pay all ad valorem and other taxes which may be assessed upon the Pilot 
Plant with respect to the period involved) for a period of not more than one 
year from the date on which Contractor ceases to operate said Pilot Plant. 
In such event the Government shall hold Contractor harmless from any and 
all claims for damages of every character caused to property and from any 
and all claims for personal injuries (including death), resulting from or con- 
nected with the operation of the Pilot Plant during such extended period. 


ARTICLE IV. TITLE TO THE FACILITIES 


Title to the Plant Site and to any improvements, buildings, structures, or 
installations constructed thereon shall be in Contractor. Title to all machinery 
and equipment acquired for use in the Pilot Plant under this Contract shall be 
in the Government. Except for improvements to the Plant Site the Pilot Plant 
shall, to the extent permitted by Louisiana law, be deemed to be personal 
property. 
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ARTICLE V. OTHER OBLIGATIONS OF CONTRACTOR 


A. Contractor shall completely supervise all work under this Contract in such 
manner as to enable it to report fully and in detail the metallurgical results 
accomplished and the operating costs thereof as hereinafter provided. 

B. Contractor shall discharge its obligations under this Contract as economi- 
eally as reasonably practicable consistent with the scope of the Pilot Plant 
Program and the attainment of its objectives. Contractor shall be accountable 
to the Government for all machinery and equipment, raw materials, supplies, 
finished materials, related products and byproducts acquired or produced, in 
whole or in part, under this Contract. 

C. At the option, request and direction of the Government and on its behalf, 
Contractor shall use reasonable efforts to dispose of nickel, cobalt, and any 
byproducts or related products produced, in whole or in part, under this Contract 
at the then current market price. The net proceeds therefrom shall be remitted 
directly to the Government. The Government reserves to itself the right to take 
without payment such production for its own purposes. This provision shall 
not limit the right of Contractor to use such nickel, cobalt, byproducts or related 
products for test purposes related to this Contract. 


ARTICLE VI. COST OF THE PROGRAM 


A. The agreed maximum cost to the Government of performing the work under 
this Contract shall not exceed in the aggregate $6,250,000 consisting of (1) not 
to exceed $3,250,000 for the cost of carrying out the Construction Program here- 
inbefore referred to in Article III-A hereof; (2) not to exceed $500,000 to 
defray any costs of facilities as the result of revisions deemed necessary by 
Contractor and approved by the Government; and (3) not to exceed $2,500,000 
for the cost of carrying out the Operation Program hereinbefore referred to in 
Article III-B hereof including not to exceed $500,000 for the cost of mining and 
shipping ore. 

B. In determining the cost of the Pilot Plant Program: 

1. No charge (royalty or otherwise) will be made for the ore except as expressly 
provided for in this Contract. 

2. No patent royalty will be charged for the manufacture, use or sale of any 
invention covered by any patent covering the Process or Alternate Process tested 
in the Pilot Plant Program. 

C. Reimbursement Procedure for Construction Program Costs and Operation 
Program Costs: 

1. From the effective date of this Contract the Government shall, from time 
to time, reimburse Contractor, upon presentation of invoices properly certified 
and supported by original vouchers covering expenditures for which reimburse- 
ment is requested, in an amount not to exceed $3,250,000 with respect to Con- 
struction Program costs, in the amount not to exceed $500,000 with respect to 
cost of facilities resulting from approved revisions and in an amount not to 
exceed $2,500,000 with respect to Operation Program costs which shall be limited 
to the items contained in Schedule II of the Confidential Report unless other- 
wise approved by the Government. 

2. Contractor shall submit once each month, in triplicate, a detailed statement 
of expenditures made by Contractor under this Contract, supported by receipts 
and other data in such form and to the extent required by the Government. All 
invoices shall contain the following certification signed by an officer of Con- 
tractor, evidence of whose authority and whose authenticated signature shall 
be submitted to the Government: 

“I hereby certify that the above is correct and just and that payment therefor 
has not been received.” 

After such review, audit, and certification as shall be deemed necessary 
by the Government, Contractor shall be reimbursed promptly for its proper 
expenses, 

D. Miscellaneous Financial Provisions: 

1. No reimbursements shall be made for any costs incurred or paid prior to 
the date of this Contract, or for any other costs or expenses not contemplated 
under this Contract. 

2. Contractor shall not be reimbursed for any general divisional costs or 
any general overhead expenses other than such costs so classified as may be 
incurred directly in fulfillment of any of Contractor’s obligations under this 
Contract. Contractor shall also be entitled to reimbursement for the reasonable 
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apportionment of payroll costs, including items of payroll overhead, of any 
of Contractor’s employees who devote time to the Pilot Plant Program. 

3. Contractor shall purchase and maintain insurance on all property acquired 
or constructed pursuant to the provisions of Article I1I-A-8 and III-A—4 hereof 
against such hazards, in such amounts, and with such companies as shall be 
satisfactory to, or required by, the Government. 

4. Travel and related subsistence expenses essential to the performance hereof 
shall conform to the practices normally followed by Contractor in the ordinary 
conduct of its business; provided, however, that subsistence shall not exceed 
a maximum of fifteen dollars ($15.00) per man per day. 

5. Invoices shall be addressed to the Director, Defense Accounts Division, 
Regional Office Building, 7th and D Streets SW., Washington 25, D. C, 


ARTICLE VII. GOVERNMENT REPRESENTATION 


The Government reserves the right to station at the Plant Site at any and 
all times a representative or representatives to observe, review, and report 
on Contractor’s operations, and to inspect and audit the accounting records 
referred to in Article IX hereof. The Government representatives shali be 
given full access to all parts of the Pilot Plant, and shall have such authority 
for approval of plans, specifications, drawings, purchase orders, invoices, and 
related matters as shall be delegated to them by the Government, to the extent 
such approval by the Government is required under the terms of this Contract. 
Except for such expenditures as are provided for in Construction Appendix A 
hereof, Contractor shall obtain prior approval of the Government for any 
expenditure in excess of $5,000 from the construction account and for any 
expenditure in excess of $1,500 from the fund for revisions. 


ARTICLE VIII. REPORTS 


Contractor shall furnish to the Government from time to time such reports as 
the Government may reasonably require, including but not limited to monthly 
reports covering the detailed progress made in completing the Construction Pro- 
gram, and during the Operation Program, complete metallurgical acountings, to- 
gether with complete cost data, in a form satisfactory to the Government. Con- 
tractor, upon completion of the Construction Program, shall submit a detailed 
description of all improvements, buildings, structures, installations, machinery 
and equipment together with the cost of construction or installation thereof 
which description shall be designated Factual Appendix A and shall be attached 
hereto and made a part hereof. Contractor, upon completion of the Operation 
Program, shall submit a final report of the results accomplished, and after all 
Contractor’s other obligations have been discharged, a final report accounting 
for the nickel, cobalt, supplies and other materials produced and acquired here- 
under in whole or in part. To the extent requested by the Government, Con- 
tractor shall make available to the Government for the confidential use of the 
Government such information in its possession outside the scope of the Contract 
as is essential to the comprehension of the theory and practice of the information 
contained in Contractor’s reports. Contractor shall also make available to the 
Government such information in its possession obtained as the result of the work 
performed under this Contract as is essential to the comprehension of the theory 
and practice of the information contained in Contractor’s reports. 


ARTICLE Ix. RECORDS 


All accounting records relating to costs incurred in Contractor’s performance 
hereunder shall be maintained separately and shall be subject to inspection and 
audit during regular business hours by any authorized representative of the 
Government. 

ARTICLE X. SECURITY 


A. Upon the expiration, termination or cancellation of this Contract, Contractor 
shall, upon written request of the Government and after Contractor has been 
reimbursed therefor, convey to the Government good and merchantable title to 
all buildings, structures, installations, machinery and equipment, owned and 
acquired by Contractor under this Contract, and raw materials, supplies, miner- 
als, products, byproducts, and other materials, in any form, produced, in whole or 
in part, under this Contract. 

B. To secure the performance of this obligation Contractor shall execute and 
deliver to the Government a valid first and paramount mortgage lien upon such 
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property. Said mortgage shall be in form and substance satisfactory to the Gov- 
ernment, and Contractor shall deliver to the Government an opinion of its counsel 
that said mortgage constitutes a valid first and paramount lien upon said 
property. 
C. Removal of Property. Within six (6) months from the date of acquisition 
by the Government of title to such property (whether by conveyance from Con- 
tractor or by prosecution of the Government’s rights under said mortgage) the 
Government shall remove all Government-owned property from the Plant Site; 
provided, however, that Contractor sall have the first right to purchase any 
or all such property, if such property is to be offered for sale by the Government, 
at a price to be negotiated between the parties hereto; provided further, that 
such right must be exercised by Contractor within thirty (30) days from the 
date the Government notifies Contractor in writing that such property is to be 

offered for sale. 
ARTICLE XI. PATENT INDEMNITY 


Contractor agrees to indemnify the Government and its officers, agents and 
employees against liability, including court costs, for infringement upon any 
Letters Patent of the United States (except Letters Patent issued upon an 
application which is now or may hereafter be, for reasons of national security, 
ordered by the Government to be kept secret or otherwise withheld from issue) 
arising out of the performance of this Contract or out of the use, manufacture, 
or disposal by or for the account of the Government of supplies furnished or 
work performed hereunder or out of the unauthorized disclosure of technical 
information relative to such use, manufacture or disposal. The foregoing in- 
demnity shall not apply (a) unless Contractor shall have been informed as 
soon as practicable by the Government of the suit or action alleging such infringe- 
ment, and shall have been given an opportunity to present recommendations as 
to the defense thereof; or (b) if the Government enters into any agreement 
in settlement of such infringement, claim or action without the consent of 
Contractor, unless required by final decree of a court of competent jurisdiction. 


ARTICLE XII. NOTICE AND ASSISTANCE REGARDING PATENT INFRINGEMENT 


A. Contractor agrees to report to the Government, promptly and in reason- 
able written detail, each claim of patent infringement based on the performance 
of this Contract and asserted against it, or against any of its subcontractors if 
it has notice thereof. 

B. In the event of litigation against the Government on account of any 
claim of infringement arising out of the performance of this Contract or out 
of the use of any supplies furnished or construction work performed hereunder, 
Contractor agrees that it will furnish to the Government, upon request, all 
evidence and information in its possession pertaining to the defense of such 
litigation. Such information shall be furnished at the expense of the Govern- 
ment except in those cases in which Contractor has agreed to indemnify the 
Government against the claim being asserted. 


ARTICLE XIII. REPORTING OF ROYALTIES 


Contractor agrees to report in writing to the Government during the per- 
formance of this Contract and prior to its completion or final settlement, the 
amount of any royalties or royalty rates paids or to be paid by it directly to 
others in connection with the performance of this Contract, together with the 
names and addresses of licensors to whom such payments are made and either 
the patent numbers involved or such other information as will permit identifica- 
tion of the patents or other bases on which royalties are to be paid. 


ARTICLE XIV. PATENT RIGHTS 


A. Contractor represents that under the terms of an Agreement bet :veen 
Contractor and Chemico, dated February 20, 1953, Contractor has obligated itself 
to assign to Chemico certain “Improvement Inventions,” as therein detined, 
relating to the recovery of nickel and cobalt, subject to Contractor's irrevocable, 
nonexclusive right to use the same. Contractor further represents that, with 
the consent of Chemico, which consent is contained in a letter from Chemico 
to Contractor, dated May 20, 1954, a certified copy of which is designated 
Schedule III and attached hereto and made a part hereof, any such “Improve- 
ment Invention” is included in the term “Subject Inventions” as hereinafter 
defined. 
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B. Notwithstanding such agreement with Chemico, Contractor agrees, with 
the consent of Chemico, which consent is contained in said letter from Chemico 
to Contractor dated May 20, 1954, that, as to any new patents covering inventions 
made by its technical employees in constructing and operating the Pilot Plant 
under this Contract, hereinafter in this Article referred to as “Subject Inven- 
tions,” it or Chemico shall grant to the Government an irrevocable, nonexclusive, 
nontransferable, and royalty-free license to practice, and cause to be practiced 
for the Government throughout the world, each Subject Invention in the manu- 
facture, use, and disposition according to law, of any articles or material, and 
in the use of any method; provided, however, That as to tmprovement inyen- 
tions such license to the Government will be limited to the recovery of nickel 
and cobalt and will not be granted under letters patent of the LDomimon of 
Canada; and provided further, That nothing herein contained shall convey any 
right to the Government to practice or have practiced for it any Subject Inven- 
tion for the purpose of providing services or supplies to the general public, other 
than for National Defense, in competition with Contractor or Chemico or their 
respective commercial licensees of such Subject Inventions. 

Cc. Contractor further agrees as follows: 

1. To make written disclosure promptly to the Government of each Subject 
Invention which reasonably appears to be patentable and to exert all reasonable 
effort to make such disclosure not later than six (6) months after first publica- 
tion, public use, or sale. 

2. To specify at the time of such disclosure whether or not said Subject Inven- 
tion has been or will be claimed in a United States patent application, and 
unless Contractor thereafter notifies the Government to the contrary within 
eight (8) months after such first publication, public use, or sale, to file or cause 
to be filed in due form and time a United States patent application covering 
each Subject Invention so specified. 

3. To the extent of Contractor’s right to do so, to deliver to the Government 
such duly executed instruments (prepared by the Government) of assignment, 
application papers, powers of attorney and rightful oaths as are necessary to vest 
in the Government the sole and exclusive ownership and the right to apply for 
and prosecute patent applications covering each Subject Invention which Con- 
tractor does not specify as aforesaid (or having so specified, therenfter notifies 
the Government to the contrary), subject, however, to the reservation of an 
irrevocable nonexclusive and royalty-free license thereunder to Contractor (and 
to its existing and future assuciated and affiliated companies, if any, within the 
corporate structure of which Contractor is a part) which license shall be 
assignable to the successor of that part of Contractor’s business to which it 
pertains. 

4. To furnish promptly to the Government on request an irrevocable power of 
attorney to inspect and make copies of each United States patent application as 
filed by or on behalf of Contractor covering any such invention. 

5. In the event Contractor elects not to continue prosecution of any such United 
States patent application filed by Contractor, to so notify the Government within 
sixty (60) days before the expiration of the response period, and upon written 
request, to deliver to the Government, to the extent of Contractor’s richt to do so, 
a duly executed assignment to the Government of the entire rights to such patent 
application and any Subject Invention claimed therein, subject to a reservation 
as specified in 3 above. 

6. To deliver to the Government duly executed instruments fully confirmatory 
of any license rights herein agreed to be granted to the Government. 

7. If to the best of Contractor’s knowledge and belief, no inventions have 
been conceived or first actually reduced to practice under this Contract, so to 
certify to the Government. 

D. Contractor further agrees to require each and all of its technical employees 
who are or have been engaged in such work that they might be reasonably 
expected to make Subject Inventions, to sign an agreement in writing whereunder 
such employees agree to assign to Contractor all rights thereto and to patents 
and patent applications covering said inventions; and Contractor does hereby 
warrant that each and all of its technical employees shall have executed such 
an agreement within one (1) month from the date hereof or the date of his 
employment, whichever is later. 

E. The provisions of paragraph B of this Article shall be applicable only in 
the event that (1) the Production Contract does not become operative, (2) Nicaro 
commits a substantial breach of or default under the Production Contract, or (3) 
the President of the United States declares a National Emergency. 
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ARTICLE XV. FOREIGN PATENT RIGHTS 


A. In the event that Contractor files a United States patent application under 
the provisions of Article XiV-—C-2 hereof, Contractor has the option of filing 
applications in any foreign countries, exercisable by filing the applications in 
foreign countries of its selection, within six (6) months of the date of such 
United States application. It is agreed that if Contractor does not so exercise 
its said option with respect to any foreign country, the Government may file in 
such foreign country. 

B. Contractor agrees— 

1. To inform the Government within six (6) months of the filing by Contractor 
of the United States application on any Subject Invention, and, if practicable, 
prior to the publication of the invention in any country, of all corresponding 
foreign applications filed by or in behalf of the Contractor ; 

2. To inform the Government of any publication of the invention at the earliest 
practicable date and identity of such publication ; 

3. At the Government’s request to Contractor in writing, to convey to the 
Government Contractor’s entire right and interest in foreign patents on such 
invention in these countries in which Contractor has not filed foreign patent 
applications, by delivering to the Government such duly executed instruments 
(prepared by the Government) of assignment, application papers, powers of 
attorney and rightful oaths as are necessary to vest in the Government Con- 
tractor’s right and interest aforesaid and the right to apply for, prosecute, and 
maintain patents covering said invention, subject, however, to the reservation of 
a nonexclusive and royalty-fee license thereunder to Contractor (and to its exist- 
ing and future associated and affiliated companies, if any, within the corporate 
structure of which the Contractor is a part) which license shall be assignable to 
the successor of that part of Contractor’s business to which it pertains; and 

4. In the event that Contractor elects not to continue the prosecution of any 
such foreign application or not to maintain any patent granted on such applica- 
tion, to so notify the Government not less than ninety (90) days before the 
expiration of the response period or patent lapse date, and, upon written request, 
to deliver to the Government such duly executed instrument prepared by the 
Government as will convey to the Government Contractor’s entire right and 
interest in the said application or patent, subject to a reservation as specified 
in (3) above. 

ARTICLE XVI. PATENT RIGHTS—GENERAL 


It is understood and agreed that certain patent rights in connection with the 
Process are owned by Chemico and are available under license to Contractor, that 
certain other patent rights are owned by Contractor, and that Contractor has been 
conducting and intends to continue to conduct for its own account and at its 
own expense a research program on related matters. It is further understood 
and agreed that other departments, agencies or instrumentalities of the Govern- 
ment, including the United States Bureau of Mines, and other persons pursuant 
to contract with the Government have been conducting research programs on 
processes for production of nickel metal and cobalt metal. 


ARTICLE XVII. TECHNICAL DATA 


A. Contractor is in possession of and may acquire certain Technical Data 
belonging to it or others, including Chemico, which it is necessary or may be 
expedient for Contractor to disclose to the Government in connection with the 
design, construction, and operation of the Pilot Plant and the use therein of the 
Process or the Alternate Process or both under this Contract. Contractor and 
the Government agree that any Technical Data made available to the Govern- 
ment under this Contract is made available for use by the Government for 
evaluation and testing purposes only and for duplication for such purposes by the 
Government, but such Technical Data shall not, without the prior written consent 
of Contractor, be duplicated, used or disclosed by or for the Government for any 
other purpose ; provided, however, that said limitation shall apply only if such 
limited use is designated on each piece of Technical Data to which the limitation 
applies, as follows: 

“This contains Proprietary Information and is made available under Contract 
No. DMP-—105 between the United States of America and Freeport Sulphur Com- 
pany for use by or for the Government for evaluation and testing purposes only. 
It shall not be duplicated and shall not be used or disclosed for any other purpose 





Fs 
= 


oe 
t 


DEFENSE PRODUCTION ACT lll 


without the written permission of Contractor. This legend shall be included on 
any duplication hereof in whole or in part.” 

B. “Technical Data” means writings or reports, books, bills of material, draw- 
ings, flowsheets, formulae, techniques, blueprints, photographs, and similar read- 
ing material which disclose proprietary information relating to the Process or the 
Alternate Process owned by Contractor or which Contractor is entitled to use and 
disclose as set forth in paragraph A of this Article. 


ARTICLE XVIII. ADDRESSES 


Unless otherwise specified : 

(a) Notices by the Government to Contractor provided for in this Con- 
tract shall be addressed to Freeport Sulphur Company, 161 East 42nd Street, 
New York 17, New York. 

(b) Notices by Contractor to the Government shall be addressed to Emer- 
gency Procurement Service, General Services Administration, 7th and D 
Streets SW., Washington 25, D. C. 

or such other address as either party for itself may specify to the other in writing. 


ARTICLE XIX. COMPLIANCE WITH APPLICABLE LAWS 


In the performance of this Contract, Contractor shall comply with and give all 
stipulations and representations required by any applicable Federal, State, 
Municipal, or local law, or executive order, or any applicable rules, orders, regu- 
lations or requirements of any government department or bureau, but nothing 
herein contained shall be considered as preventing Contractor from contesting in 
good faith the validity of such law, rule, order, regulation, or requirement or any 
charge that Contractor has not complied therewith. 


ARTICLE XX. WALSH-HEALY ACT 


There are hereby incorporated by reference all representations and stipulations 
required by the Walsh-Healey Public Contracts Act, as amended (41 U. S. Code 
35-45), and regulations issued thereunder by the Secretary of Labor, such repre- 
sentations and stipulations being subject to all applicable rulings and interpre- 
tations of the Secretary of Labor which are now or may hereafter be in effect. 


ARTICLE XXI. ANTIDISCRIMINATION 


In connection with the performance of work under this Contract, Contractor 
agrees not to discriminate against any employee or applicant for employment 
because of race, creed, color, or national origin; and further agrees to insert 
the foregoing provision in all subcontracts hereunder except subcontracts for 
standard commercial supplies or for raw materials. 


ARTICLE XXII. CONTINGENT FEES 


Contractor warrants that no person or selling agency has been employed or 
retained to solicit or secure this Contract upon an agreement or understanding 
for a commission, percentage, brokerage, or contingent fee, excepting bona fide 
employees or bona fide established commercial or selling agencies maintained 
by Contractor for the purpose of securing business. For breach or violation of 
this warranty, the Government shall have the right to annul this Contract with- 
out liability or in its discretion to deduct from the Contract price or considera- 
tion the full amount of such commission, percentage, brokerage, or contingent 
fee. 

ARTICLE XXIII. INTEREST OF MEMBER OF CONGRESS 


No member of or delegate to Congress, or resident commissioner, shall be 
admitted to any share or part of this Contract, or to any benefit that may arise 
therefrom ; but this provision shall not be construed to extend to this Contract 
if made with a corporation for its general benefit. 


ARTICLE XXIV. ACCESS TO BOOKS AND RECORDS 


Contractor agrees that the Government or any of its duly authorized rep 
resentatives shall, while the Contract is in effect, and for a period of three (3) 
years thereafter, have access to and the right to examine any pertinent books, 
documents, papers, and records of Contractor involving transactions related to 
this Contract. 
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Contractor further agrees to include the following provision, with appropriate 
insertions, in all its subcontracts (herein defined as any agreement with another 
party providing for construction, improvements, or other work called for by this 
Contract, whether or not that purpose is so specified in the agreement) here- 
under: 

“(Name of Subcontractor) agrees that the Government or any of its duly 
authorized representatives shall, until the expiration of three years after final 
payment under Prime Contract No. DMP-105 between the United States of 
America and Freeport Sulphur Company, have access to and the right to exam- 
ine any pertinent books, decuments, papers and records of (Name of Subcon- 
tractor) involving transactions related to this Contract.” 


ARTICLE XXV. ASSIGN MENT 


Contractor shall not, without the prior written consent of the Government, 
sell, assign, or pledge this Contract or any of its rights, powers, privileges, duties 
or obligations thereunder ; provided, however, that any moneys due or to become 
due under this Contract. but not including any advances made or to be made 
hereunder, may be assigned by Contractor to a bank, trust company, or other 
financing institution, including any Federal lending agency, pursuant to and in 
accordance with the Assignment of Claims Act of 1940, as amended (31 U. 8. 
Code 203, 41 U. S. Code 15). 

All rights, powers, privileges, duties, or obligations under this Contract shall 
inure to any successor or successors of the Administrator of General Services or 
any branch or agency of the Government to which the Administrator of General 
Services shall hereafter delegate or assign his authority to act for the Govern- 
ment hereunder. 

ARTICLE XXVI. FORCE MAJEURE 


If the performance of any part of this Contract by Contractor is prevented, 
hindered or delayed by reason of any cause or causes beyond the control of 
Contractor (including but not limited to acts of God, strikes or other labor dif- 
ficulties, fire, storm, sabotage, acts of war, insurrection or riot, unavailability of 
materials or equipment, or by reason of any law, order, proclamation, regulation, 
ordinance, or instruction of any government, federal, state, local, or foreign, hav- 
ing or claiming to have jurisdiction, but not including inability of Contractor to 
obtain, or delays in obtaining, financing to enable Contractor to perform its 
obligations hereunder) and which cannot be overcome by due diligence, then 
Contractor shall be excused from such performance during the continuance of any 
such happening or event and the time for such performance shall be correspond- 
ingly extended. To become operative, Contractor shall give to the Government, 
within thirty (30) days after the occurrence of each such happening or event, 
written notice thereof, together with a statement setting forth the nature of the 
occurrence, and, upon the conclusion of such occurrence shall notify the Govern- 
ment in writing of such termination within thirty (30) days. 


ARTICLE XXVII. DEFAULT 


Notwithstanding any other provision of this Contract, the Government may, 
by notice in writing to Contractor, cancel this Contract or any part thereof at 
any time, without payment of damages or penalty of any kind for such cancel- 
lation, in the event (a) a receiver, liquidator or trustee is appointed for Con- 
tractor or its property, or Contractor makes an assignment for the benefit of 
creditors, or Contractor becomes insolvent, or a petition is filed by or against 
Contractor pursuant to any of the provisions of the United States Bankruptcy 
Act, as amended, for the purpose of adjudicating Contractor a bankrupt, or for 
the reorganization of Contractor, or for the purpose of effecting a composition 
or rearrangement with Contractor’s creditors, and such receiver, liquidator, or 
trustee is not discharged or any such petition filed against Contractor is not dis- 
missed within sixty (60) days, (b) of the liquidation or dissolution of Con- 
tractor, whether voluntary or involuntary, (c) of default by Contractor in the 
performance of any of the terms, conditions or covenants of this Contract or any 
amendment or supplement thereto, and of the failure by Contractor to cure the 
default within sixty (60) days from the date of written notice of such default, 
which notice shall be given to Contractor by the Government, (d) of the de- 
termination by the Government that Contractor obtained this Contract for the 
purpose of speculation. 
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ARTICLE XXVIII. NONWAIVER 


The failure of either Contractor or the Government to insist in any one or more 
instances upon the performance of any of the terms, covenants or conditions of 
this Contract, shall not be construed as a waiver or relinquishment of the future 
performance of any such term, covenant or condition by the other party hereto, 
but the obligation of such other party with respect to such future performance 
shall continue in full force and effect. 


ARTICLE XXIX. MODIFICATIONS 


No oral statement of any person shall modify or otherwise affect the terms, 
conditions, or specifications of this Contract. 


ARTICLE XXX. TERMINATION 


Subject to the provisions of Article III-B—5 hereof, but notwithstanding any 
other provision hereof, this Contract shall automatically terminate without 
penalty as to any portion of the Contract remaining uncompleted after one (1) 
year from date of completion of the Construction Program; provided, however, 
that Contractor’s obligation with respect to storage, sales, and shipment of the 
facilities, and materials acquired or produced, in whole or in part, under the 
Pilot Plant Program, and the transfer to the Government of title to the facilities 
owned by Contractor, and the furnishing to the Government of final information 
and reports, shall survive the termination of this Contract. The Government’s 
obligation to furnish reimbursement as provided in this Contract shall likewise 
survive its termination. 

IN WITNESS WHEREOF, the parties hereto have caused this document to be duly 
executed on the 18th day of October 1954. 

UNITED STATES OF AMERICA, 
By A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration. 
FREEPORT SULPHUR COMPANY, 
By C. A. WIGHT, 
Chairman of the Executive Committee. 
Attest: 
[CORPORATE SEAL] Henry L, PIERSON, 
Secretary. 


SCHEDULE IL tro Contract No. DMP-105 WitH FREEPORT SULPHUR COMPANY 


Set forth below is a detailed description of the real property, located in the 
Parish of Plaquemines, State of Louisiana, acquired by Freeport Sulphur Com- 
pany for use as the Plant Site. The property consists of two adjoining parcels 
of land designated Lot 1 and Lot 2. 


LOT 1 


Lot 1 was acquired by Freeport Sulphur Company from Charles Murphrey by 
Act of Sale, dated August 5, 1054, registered C. O. B. 176, Folio 1078, Entry 251, 
August 6, 1954, records of Plaquemines Parish, Louisiana, and is described in 
the Act of Sale as follows: 

“A CERTAIN TRACT OF LAND lying and being in the Parish of Plaquemines, State 
of Louisiana, on the left bank of the Mississippi River at a distance of about 
18 miles below the City of New Orleans, which tract or portion of land in accord- 
ance with a plan and survey made by John Liuzza under the personal super- 
vision of N. C. Smith, Civil Engineer, dated Jan. 18th, 1918, the original of 
which is annexed to an act passed before John R. Upton, Notary Public, on the 
26th day of February, 1918, a copy thereof is also deposited with the Clerk 
of Court and ex-officio Recorder of Mortgages and Register of Conveyances in 
and for the Parish of Plaquemines, State of Louisiana, the said tract of land 
is designated as lot No. ONE and measures as follows: 

“The front lines of said tract is irregular but at a point taken from the lower 
side of said tract and running at right angles and fronting the Mississippi 
River measures nine hundred and twenty three feet, five inches (923’ 5’’) in 
width and front by the following depths, to wit: 

“On a depth line on the lower side of said tract running to the back S. 62° 
E. 39.8 (thirty nine 8/10) arpents and on the other depth line towards the City 
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of New Orleans running S. 61° thirty two minutes (32’) E. Forty (40) arpents 
by a width on a rear line running at right angles or 061’. The real line of said 
tract being an oblique line. Together with the Batture, and all riparian rights. 

“The said lot or tract of land being part of the plantation originally known 
as St. Clair Plantation. The said lot is bounded on the lower line by the property 
known as Monplaisir Planation formerly owned by the late Richard Miliken 
and on the opposite line by lot designated on said plan by the No. TWO.” 


LOT 2 


Lot 2 was acquired by Freeport Sulphur Company from Emile C. Mumphrey 
by Act of Sale, dated August 5, 1954, registered C. O. B. 176, Folio 1071, Entry 
250, August 6, 1954, records of Plaquemines Parish, Louisiana, and is described 
in the Act of Sale as follows: 

“A certain parcel or tract of ground, together with all the buildings and im- 
provements thereon, and all the rights, ways, privileges, etc., thereunto belong- 
ing or in anywise appertaining, including all riparian rights and batture in front 
of said property which is situated in the Parish of Plaquemines, State of Louis- 
iana, designated by the tract or lot No. Two, as per plan of subdivision of St. 
Clair Plantation made by John Liuzza, under the personal supervision of H. C. 
Smith, Civil Engineer, dated January 1918, and according to said plan the said 
parcel of ground measures at right angles with the depth line eight hundred 
and sixty-four feet or more on the Mississippi River by a depth of forty arpents 
on the lower line and thirty-nine and 8/10 arpents on the upper line and extend- 
ing to the rear through parallel lines.” 


ScHEDULE III To Contract No. DMP-105 WitH Freeport SuLPHUR COMPANY 


CHEMICAL CONSTRUCTION CORPORATION, 
New York 22, N. Y., May 20, 1954. 
FREEPORT SULPHUR COMPANY, 
161 East 42nd Street, New York 17, New York. 


GENTLEMEN: You have advised us that you are presently negotiating with 
the General Services Administration of the United States Government in respect 
to a contract for the design, construction, and operation of a fifty ton per day 
Pilot Plant for the treatment of Moa Bay ores for the recovery of nickel and cobalt 
and that, in view of the contemplated use of processes which are the subject of 
our Agreement, dated February 20, 1953, you wish to obtain from us a statement 
of our position in respect of certain provisions to be inserted in said contract 
with the Government. 

You have requested our consent to your including the following paragraphs 
in said Government Contract: 

“A. Contractor represents that under the terms of an agreement between Con- 
tractor and Chemico, dated February 20, 1953, Contractor has obligated itself 
to assign to Chemico certain ‘Improvement Inventions’, as therein defined, re- 
lating to the recovery of nickel and cobalt, subject to Contractor’s irrevocable, 
nonexclusive right to use the same. Contractor further represents that, with 
the consent of Chemico, which consent is contained in a letter from Chemico to 
Contractor, dated May 20, 1954, a certified copy of which is designated Schedule 
III and attached hereto and made a part hereof, any such ‘Improvement Inven- 
tion’ is included in the term ‘Subject Inventions’ as hereinafter defined. 

“B. Notwithstanding such agreement with Chemico, Contractor agrees, with 
the consent of Chemico, which consent is contained in said letter from Chemico 
to Contractor dated May 20, 1954, that, as to any new patents covering inven- 
tions made by its technical employees in constructing and operating the Pilot 
Plant under this Contract, hereinafter in this article referred to as ‘Subject In- 
ventions’, it or Chemico shall grant to the Government an irrevocable, non- 
exclusive, nontransferable, and royalty-free license to practice, and cause to be 
practiced for the Government throughout the world, each Subject Invention 
in the manufacture, use, and disposition according to law, of any articles or 
material, and in the use of any method; provided, however, that as to Improve- 
ment Inventions such license to the Government will be limited to the recovery 
of nickel and cobalt and will not be granted under letters patent of the Do- 
minion of Canada; and provided further, that nothing herein contained shall 
convey any right to the Government to practice or have practiced for it any 
Subject Invention for the purpose of providing services or supplies to the gen- 
eral public, other than for National Defense, in competition with Contractor 
or Chemico or their respective commercial licensees of such Subject Inventions.” 
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Notwithstanding any provisions of our said Agreement of February 20, 1953, 
to the contrary, we have no objection to your including the above provisions 
enclosed in quotation marks in the proposed contract betweeri you and the United 
States Government as represented by General Services Administration, and we will 
waive the said royalty payments and, upon your written request, grant to the 
Government the licenses to be granted on our part referred to in Paragraph 
lettered “B,”’ provided, as required by our said Agreement, you agree to make 
fully available to us all information, data and results acquired with respect to 
the treatment of ores or concentrates or both as a result of your operations under 
said Government Contract; to give our duly authorized representatives access 
to the Pilot Plant at all reasonable times during regular business hours; and to 
include in said Government Contract, in order to safeguard our proprietary infor- 
mation embodying the Chemico Metals Technique to the end that it will be used 
by the Government for evaluation and testing purposes only, except as may be 
otherwise agreed with us in writing, provisions substantially as follows: 

“Technical Data” means writings or reports, books, bills of material, drawings, 
flowsheets, formulae, techniques, blueprints, photographs, and similar reading 
material which disclose proprietary information relating to the Process or the 
Alternate Process owned by Contractor or which Contractor is entitled to use 
and disclose as set forth in Article of this Contract. 


“Article TECHNICAL DATA 


“Contractor is in possession of and may acquire certain Technical Data belong- 
ing to it or others, including Chemico, which it is necessary or may be expedient 
for Contractor to disclose to the Government in connection with the design, con- 
struction, and operation of the Pilot Plant and the use therein of the Process or 
the Alternate Process or both under this Contract. The Contractor and the 
Government agree that any Technical Data made available to the Government 
under this Contract is made available for use by the Government for evaluation 
and testing purposes only and for duplication for such purposes by the Govern- 
ment, but such Technical Data shall not, without the prior written consent of 
Contractor, be duplicated, used or disclosed by or for the Government for any 
other purpose; provided, however, that said limitation shall apply only if such 
limited use is designated on each piece of Technical Data to which the limitation 
applies, as toliows: 

“This contains Proprietary Information and is made available under U. 8. 
Contract No. for use by or for the Government for evaluation and 
testing purposes only. It shall not be duplicated and shall not be used or dis- 
closed for any other purpose without the written permission of the Contractor. 
This legend shall be included on any duplication hereof in whole or in part.” 

We understand that the licenses referred to in Paragraph “‘B” above will be 
granted to the Government only in the event that (1) the Production Contract 
which you have advised us is also being negotiated with the General Services 
Administration does not become operative, (2) Nicaro commits a substantial 
breach of, or default under, such Production Contract, or (3) the President 
of the United States declares a National Emergency: and we further under- 
stand that we will receive prompt written notice from you of the occurrences 
referred to in (1) or (2). 

If the foregoing correctly sets forth our understanding, please sign and re- 
turn to us a copy of this letter which is being sent to you in duplicate. 

Yours very truly, 
CHEMICAL CONSTRUCTION CORPORATION, 
By J. S. Ruskin, Vice President. 

Accepted : 

FREEPORT SULPHUR COMPANY, 
sy R. C. HILxs. 


CERTIFICATION 


I, Henry L. Pierson, Secretary of Freeport Sulphur Company, do hereby 
certify that attached hereto is a true and correct copy of letter dated May 20, 
1954, addressed by Chemical Construction Corporation to Freeport Sulphur 
Company, the original of which is not in the files of said Freeport Sulphur 
Company. 

In Witness Whereof, I have hereunto set my hand and the seal of the cor- 
poration this fourth day of August 1954. 


Henry L. Prerson, Secretary. 





116 DEFENSE PRODUCTION ACT 


AMENDMENT No. 1 To Conrract No. DMP-105 Between UNITED STATES OF 
AMERICA AND FREEPORT SULPHUR COMPANY 


This amendment, between the UNrrep States or AMERICA (hereinafter referred 
to as the “Government”), acting by and through the Administrator of General 
Services, his successors, assigns and duly authorized representatives (pursuant 
to the authority contained in the Defense Production Act of 1950, as amended, 
and Executive Order 10480, as amended) and FREEPORT SULPHUR COMPANY, 
a corporation organized and existing under the laws of the State of Delaware 
(hereinafter referred to as the “Contractor’’), 

WITNESSETH : 

Whereas the Contractor and the Government have entered into Contract No. 
DMP-105, dated October 18, 1954, for the construction and operation of a Pilot 
Plant for the purpose, among other things, of further developing processes for 
the production of nickel and cobalt metal from Cuban lateritic ores; and 

Whereas it was originally contemplated by the Contractor that it would rent 
the facilities or subcontract the work necessary to procure an ore supply in 
Cuba for use in such Pilot Plant; and 

Whereas Contractor in its letter of October 26, 1954, has represented to the 
Government that it will be more economical to purchase and construct the facili- 
ties necessary to procure the ore supply in the manner set forth hereinafter ; 

Now, therefore, it is mutually agreed that Contract No. DMP-105 be and is 
hereby amended as follows: 

1. By striking out Article III-B-1 thereof and substituting therefor the 
following new paragraph: : 

“1. Ore Supply. During the period of construction of the Pilot Plant, Con- 
tractor shall take whatever steps are necessary to procure a supply of approxi- 
mately 20,000 short tons of wet Moa Bay Ore to be used in the operation of the 
Pilot Plant (including the purchase, for the Government’s account, of machinery 
and equipment and the acquisition of other facilities, adequate to procure and 
ship such ore supply), and shall cause such ore to be shipped to the Pilot Plant 
at such times and in such quantities so that ore will always be available when 
needed. Contractor shall notify the Government promptly in writing when it 
has no further need under the Contract for such facilities, or any part thereof. 
Upon receipt of instructions from the Government, Contractor shall dispose 
of all such property, to itself or to others, at a price certified to by Contractor as 
being the best price obtainable and approved by the Government, and shall remit 
the proceeds of such sale to the Government. Any such property remaining in 
the possession of Contractor upon the expiration, termination or cancellation of 
this Contract shall be disposed of pursuant to Article X hereof.” 

2. By striking out Article IV thereof and substituting therefor the following 
new Article: 

“ARTICLE IV. TITLE TO THE FACILITIES 


Title to the Plant Site and to any improvements, buildings, structures or 
installations constructed thereon, or constructed in Cuba pursuant to Article 
IlI-B-1 hereof, shall be in Contractor. Title to all machinery and equipment 
acquired for use in the Pilot Plant under this Contract, or acquired for use in 
Cuba pursuant to Article III-B-1 hereof, shall be in the Government. Except 
for improvements to the Plant Site, the Pilot Plant and the facilities in Cuba 
shall, to the extent permitted by Louisiana and Cuban law, respectively, be 
deemed to be personal property.” 

3. By striking out the period at the end of Article VI-A thereof and substi- 
tuting therefor the following: “and of purchasing or otherwise acquiring the 
facilities referred to in Article III-B-1 hereof.” 

4. By striking from Article VI-D-3 thereof the words and figures “and 
IIJ-A—4” and substituting therefor the following: “, III-A-4 and III-B-1”. 

All other terms and conditions of the Contract not otherwise inconsistent 
herewith shall remain in full force and effect. 

IN WITNESS WHEREOP, the parties hereto have caused this document to be duly 
executed on the 31st day of December 1954. 

UNITED STATES OF AMERICA, 
By A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration. 
FREEPORT SULPHUR COMPANY, 
By R. C. Hitts, Vice President. 


Attest: 
[CORPORATE SEAL] By Henry L. Prerson, Secretary. 
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AMENDMENT No. 2 To Contract No. DMP-105 Berwreen UNITED STATES OF 
AMERICA AND FREEPORT SULPHUR COMPANY 


This Amendment, between the Unirep STATES oF AMERICA (hereinafter referred 
to as the “Government”), acting by and through the Administrator of General 
Services, his successors, assigns, and duly authorized representatives (pursuant 
to the authority contained in the Defense Production Act of 1950, as amended, 
und Executive Order 10480, as amended) and FREEpoRT SULPHUR COMPANY, & 
corporation organized and existing under the laws of the State of Delaware 
(hereinafter referred to as the “Contractor” ). 

WITNESSETH : 

Whereas Contractor and the Government have heretofore entered into Contract 
No. DMP-105, dated October 18, 1954, as amended by Amendment No. 1, dated 
December 31, 1954, for the construction and operation of a Pilot Plant for the 
purpose, among other things, of further developing processes for the production 
of nickel and cobalt metal from Cuban lateritic ores ; and 

Whereas the parties hereto desire further to amend said Contract, as amended, 
in the manner set forth hereinafter ; 

Now, therefore, it is mutually agreed that Contract No. DMP-105, as amended, 
be and is hereby further amended as follows: 

1. By adding to Article V thereof, immediately after Paragraph C, the 
following new paragraph to be designated Paragraph D: 

“DPD. Notwithstanding any other provision of this Contract, Contractor shall 
not use the cost-plus-a-precentage-of-cost system of contracting in any of its 
subcontracts hereunder without the prior written approval of the Government.” 

2. By striking out the period at the end of Article VI-C-1 thereof and 

substituting therefor the following: 
“; provided, however, that after the Government has reimbursed Contractor in 
the amount of $3,000,000, further reimbursement shall not be made until $100,000 
shall have been withheld, such $100,000 to be paid to Contractor in reimbursement 
of proper costs of the Pilot Plant Program, promptly after review and audit by the 
Government of Contractor’s final invoice but not later than 120 days after the date 
of receipt by the Government of such final invoice, in form satisfactory to the 
Government, less any sum required to settle any unsettled claim or claims which 
the Government may have against Contractor, it being agreed, however, that 
such sum shall be reimbursed to Contractor as, when, and to the extent that such 
claim or claims are settled; and provided further, that the withholding of any 
amount or subsequent reimbursement thereof to Contractor shall not be construed 
as a waiver of any right accruing to the Government under this Contract.” 

3. By striking out Article XXIV thereof and substituting therefor the follow- 
ing new article: 


“ARTICLE XXIV. ACCESS TO BOOKS AND RECORDS 


“Contractor agrees that the Government or any of its duly authorized repre- 
sentatives shall, while the Contract is in effect, and for a period of six (6) years 
after final payment is made by the Government thereunder, have access to and the 
right to examine any pertinent books, documents, papers, and records of Con- 
tractor involving transactions related to this Contract; provided, however, that 
records which relate to (1) litigation or the settlement of claims arising out of the 
performance of this Contract which are pending as of the expiration of the six (6) 
year period mentioned above, or (2) costs or expenses of the Contract as to which 
exception has been taken by the Comptroller General or any of his duly authorized 
representatives, shall be retained by Contractor until such appeals, litigation, 
claims, or exceptions have been disposed of, but in no event for less than the six 
(6) year period mentioned above. 

“Contractor further agrees to include the following provision, with appropriate 
insertions, in all its subcontracts (herein defined as any agreement with another 
party providing for construction, improvements or other work called for by this 
Contract, whether or not that purpose is so specified in the agreement, and any 
agreement with another party which is on a cost, cost-plus-a-fixed-fee, time-and- 
material or labor-hour basis) hereunder: 

“*( Name of Subcontractor) agrees that the Government or any of its duly 
authorized representatives shall, until the expiration of three (3) years after 
final payment under Prime Contract No. DMP-105 between the United States of 
America and Freeport Sulphur Company, have access to and the right to examine 
any pertinent books, documents, papers, and records of (Name of Subcontractor) 
involving transactions related to this Contract’: Provided, however, That effective 
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May 15, 1955, the above quoted provision is hereby modified by changing the three 
(3) year expiration period mentioned therein to six (6) years.” 

All other terms and conditions of the Contract, as amended, not otherwise in- 
consistent herewith shall remain in full force and effect. 

IN WITNESS WHEREOF, the parties hereto have caused this document to be duly 
executed on the 26th day of July 1955. 

UNITED STATES OF AMERICA, 
By A. J. WALSH, 
Commissioner, Emergency Procurement Service, General Services 


Administration. 
FREEPORT SULPHUR CoMPANY, 
By C. A. WIGHT, 
Chairman of the Executiwe Committee. 
Attest: 
[CORPORATE SEAL] By (illegible), 


Assistant Secretary. 


Contract No. DMP-106 BETWEEN UNITED STATES OF AMERICA AND NICARO NICKEL 
CoMPANY 


This contract, entered into between the Unrrep Staves or AMERICA (hereinaf- 
ter referred to as the “Government”), acting by and through the Administrator 
of General Services, his successors, assigns, and duly authorized representatives 
(pursuant to the authority contained in the Defense Production Act of 1950, as 
amended, and Executive Order 10480, as amended) and NicaAro NICKEL COMPANY, 
a corporation organized and existing under the laws of the State of Delaware 
(hereinafter referred to as the “Contractor’’), 

WITNESSETH : 

Whereas existing supplies of nickel and cobalt metal are inadequate to meet 
the requirements of the National Defense Program and it is the desire of the 
Government in the interest of such National Defense Program to expedite and 
expand the production of nickel and cobalt metal from Cuban lateritic ores; and 

Whereas simultaneously with the execution of this Contract, the Government 
and Freeport Sulphur Company, a corporation organized and existing under the 
laws of the State of Delaware (hereinafter referred to as “Freeport”’), of which 
the Contractor is a wholly owned subsidiary, are entering into a contract (here- 
inafter referred to as the “Pilot Plant Contract’) for the construction and opera- 
tion of a pilot plant for the purpose of further developing processes to treat such 
Cuban lateritic ores and to develop engineering and cust data on a scale which 
will permit the extrapolation of such data to a commercial operation with a 
maximum degree of assurance; and 

Whereas the Contractor has or will have the right to use such processes for 
tbe production of nickel and cobalt metal from such Cuban lateritic ores: Now, 
therefore, in consideration of the premises and of the mutual promises herein 
contained, the parties hereto agree as follows: 


ARTICLE I. EFFECTIVE DATE 


This Contract shall become operative only in the event that Freeport under the 
Pilot Plant Contract (1) notifies the Government in writing that in its opinion 
the data which have been accumulated (i) demonstrate the commercial technical 
feasibility of the process used, (ii) provide sufficient information for the efficient 
engineering design of the commercial-scale plant proposed to be constructed 
hereunder, and (iii) lead to a determination that a commercial-scale plant may 
be economically feasible (which notice shall contain a reference to the Govern- 
ment’s right to terminate this Contract under Article XXIV—A hereof), and (2) 
within six (6) months thereafter (i) notifies the Government in writing that it 
has determined that the proposed commercial-scale plant is economically feasible 
and that the Contractor or a subsidiary company owned or controlled by it or by 
Freeport will proceed with the construction of commercial facilities, and (ii) de- 
livers to the Government a statement in writing setting forth its estimate of the 
amount of capital required for the construction of the proposed commercial-scale 
plant and of the amount of working capital required for purposes of operation, 
stating that it has obtained the aggregate capital required for such purposes, and 
setting forth the manner in which such capital has been obtained and will be 
made availahle. This Contract shall go into effect as of the date of such latter 
written notification unless previously terminated by the Government pursuant 
to the provisions of Article XXIV-—A hereof. 
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ARTICLE II. PRODUCTION PROGRAM 


A. The Contractor shall, promptly after the effective date of this Contract 
and at its own expense, construct, equip, and maintain facilities capable of treat- 
ing one million two hundred forty thousand (1,240,000) short dry tons of Cuban 
lateritic ore a year and designed to produce thirty million (30,000,000) pounds of 
nickel and three million (3,000,000) pounds of cobalt metal a year meeting the 
specifications hereinafter set forth. Such facilities shall include, without limita- 
tion, mines, mining machinery, and appurtenances, pipelines, pulp-storage facili- 
ties, a leaching plant, and other auxiliary facilities located in the Moa Bay region 
of Cuba necessary to carry out the preparation of an intermediate nickel-cobalt 
product ; a metal-separation plant and auxiliary facilities to be located on prop- 
erty to be provided by the Contractor in the Parish of Plaquemines, State of 
Louisiana (hereinafter referred to as the “Louisiana Plant’’) necessary to pro- 
duce nickel and cobalt metals; all being hereinafter referred to as the “Facili- 
ties.” 

B. As soon as practicable but no later than two (2) years from the effective 
date of this Contract, the Contractor shall complete the Facilities and com- 
mence operation thereof in such manner as to reach and assure maximum pro- 
duction of nickel and cobalt metal therefrom as soon as practicable: Provided, 
however, That the Government may, at the written request of the Contractor, 
extend for a period not to exceed six (6) months the time within which the 
Contractor is required to complete and commence such operation of the Facilities 
to compensate for delays incident to commencement of operations. 

C. The Contractor represents and agrees that: 

1. It owns or controls mining properties in the Moa Bay region of Cuba 
from which lateritic ores sufficient to carry out its obligations under this 
Contract can be mined; 

2. It owns or before it commences operations in the Facilities will own, 
or has or before it commences operations in the Facilities will have the right 
to use, the process or processes to be used in the Facilities to be constructed 
hereunder for producing from such ores the nickel and cobalt metal to be 
sold and purchased hereunder ; 

3. It will use every reasonable effort to produce in the Facilities from 
such ores a total of not less than one hundred fifty million (150,000,000) 
pounds of nickel and fifteen million (15,000,000) pounds of cobalt metal 
meeting the specifications hereinafter set forth over a period of five (5) 
years from the date of commencement of production ; and 

4, It will furnish to the Government from time to time but not less fre- 
quently than quarter annually such reports as the Government may reason- 
ably require concerning the progress of the construction of the Facilities. 


ARTICLE III. PURCHASE AND SALE OF METAL 
A. Nickel 


1. Firm Quantities —The Contractor agrees to sell to the Government and the 
Government agrees to buy seventy-five million (75,000,000) pounds of nickel 
metal produced hereunder, to be delivered on or before June 30, 1963, at the 
rate of not less than one million two hundred fifty thousand (1,250,000) pounds 
per month, commencing with the month of January 1959 or the month to which 
the date for commencement of operations may be extended under Article II-B 
hereof: Provided, however, That the Contractor may make deliveries at any 
time prior to January 1959 in any amount within the maximum limitation set 
forth in this paragraph: And provided further, That it is recognized that after 
the commencement of operations of the Facilities within the meaning of this 
Contract additional time thereafter may be required to reach the production 
called for in this section and that production for the first twelve (12) months 
after the commencement of operation of the Facilities may be at a rate of less 
than one million two hundred fifty thousand (1,250,000) pounds per month. 

2. Government’s Option.—The Government shall have the option to buy from 
the Contractor, in addition to the foregoing quantities, from time to time during 
the period of this Contract such additional quantities not to exceed seventy- 
five million (75,000,000) pounds as the Contractor may produce in addition to 
the quantities tendered by the Contractor under the provisions of Article ITI—A-1 
hereof, and as and when such option is exercised by the Government from time 
to time the Contractor shall sell, such additional quantities commencing with 
the month of January 1959 or the month to which the date for commencement 
of operations may be extended under Article II-B hereof, at the rate of not to 
exceed one million five hundred thousand 11,500,000) pounds per month. The 





120 DEFENSE PRODUCTION ACT 


Government shall exercise its option hereunder at six (6) month intervals by 
giving to the Contractor thirty (30) days’ notice in writing of the quantities 
it wishes to purchase, if available, during the six (6) succeeding calendar 
months; the first notice to be given within thirty (30) days after receipt by the 
Government from the Contractor of a notice in writing that quantities in excess 
of the amounts to be delivered under Article III—-A—1 hereof may be available. 

3. Contractor's Option.—The Contractor shall have the option to sell to the 
Government, in addition to the quantities set forth in Article ITI-A—1 hereof, 
from time to time during the period of this Contract, and as and when such 
option is exercised by the Contractor from time to time the Government shall 
buy additional quantities of nickel metal, commencing with the month of 
January 1959, at a monthly rate not in excess of the difference between one 
million five hundred thousand (1,500,000) pounds and the quantity purchased 
by the Government under the Government’s option referred to in Article III—A—2 
hereof: Provided, however, That the total quantities bought and sold under both 
this Article ILI-A-3 and Article III—A-—2 hereof shall not exceed in the aggregate 
seventy-five million (75,000,000) pounds: And provided further, That at any 
time when, and as long as, the Contractor’s deliveries to the Government under 
Article I1I—-A-1 hereof fall below one million two hundred and fifty thousand 
(1,250,000) pounds per month, the Contractor’s obligation to sell and the Govern- 
ment’s obligation to buy and accept deliveries of said additional quantities of 
nickel metal shall be suspended. 

4. For the purposes of this Contract, nickel metal shall be defined as metallic 
nickel in the form of ingot, pigs, shot, pellets, or briquettes. 


B. Cobalt 


The Contractor agrees to sell to the Government and the Government agrees 
to buy as and when produced all of the Contractor's production up to fifteen 
million (15,000,000) pounds of cobalt metal to be delivered on or before 
June 30, 1963, or such later date to which the Government’s authority under 
the Defense Production Act of 1950, as amended, to purchase cobalt metal may 
be extended but in no event later than June 30, 1965, and commencing with the 
month of January 1959 or the month to which the date for commencement of 
operations may be extended under Article II-B hereof: Provided, however, That 
the Contractor may make deliveries at any time prior to January 1959 in any 
amount within the maximum limitation set forth herein. 


ARTICLE IV. SPECIFICATIONS 
A. Nickel 
All nickel metal sold and delivered under this Contract shall be accepted 
if it meets the chemical, physical and packaging requirements for any one of 
the forms of nickel metal specified in National Stockpile Material Purchase 
Specification P-36, dated February 13, 1952: Provided, however, That with 
respect to sampling, inspection and analysis, Article VIII hereof shall govern. 


B. Cobalt 


All cobalt metal sold and delivered under this Contract shall be accepted if it 
meets the requirements of National Stockpile Material Purchase Specification 
P-13-R, dated March 10, 1953: Provided, however, That with respect to sampling, 
inspection, and analysis, Article VIII hereof shall govern. 


ARTICLE V. PRICE 
A. Nickel 

The price per pound for nickel metal delivered hereunder shall be the United 
States currency market price for electrolytic nickel cathodes, wholesale lots, 
in bulk, unpackaged, f. o. b. Port Colborne, Ontario, Canada, duty included, 
as quoted in the Engineering and Mining Journal, Metal and Mineral Markets 
(or such other recognized trade publication as may be mutually agreeable to 
the parties), in effect on the date of delivery: Provided, however, That with 
respect to the first fifteen million (15,000,000) pounds of nickel metal delivered 
under Article III—-A-1 hereof, if such market price shall be less than 75 cents 
per pound the price shall be the market price plus 15 cents per pound but in 
such event the price shall not be increased to exceed 75 cents per pound. 


B. Cobalt 


The price for cobalt metal delivered under Article III-B hereof shall be the 
market price per pound at the date of delivery as quoted in the Engineering 
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and Mining Journal, Metal and Mineral Markets (or such other recognized trade 
publication as may be mutually agreeable to the parties). 


ARTICLE VI. ORIGIN OF METALS 


All metals delivered hereunder shall be derived exclusively from Cuban 
lateritic ores taken from mining properties owned or controlled by the Con- 
tractor in the Moa Bay region of Cuba, averaging about 1.35 percent nickel and 
about 0.14 percent cobalt. 

ARTICLE VII, PAYMENT 


-ayment for each lot of metal delivered by the Contractor hereunder shall 
be made promptly upon the presentation to the Government of (@) the Con- 
tractor’s properly certified invoice, satisfactory to the Government, showing, 
among other things, grade, lot, marks (if any), pieces, weights, and in the case 
of nickel metal, the quantity or quantities delivered under Article I1I-A-1, 
III-A-2, or III—A-3 hereof, respectively; (0) certified weight certificates and 
certificates of analysis, both acceptable to and approved by the Government; 
(c) a copy of receipted common carrier’s bill of lading or storage certificate 
or certificates, satisfactory to the Government; and (d) such other documents 
and reports as may reasonably be required in accordance with good commercial 
practice. 


ARTICLE VIII. WEIGHING, INSPECTION, SAMPLING, AND ANALYZING 


The Contractor’s certified weight certificates, when approved by the Govern- 
ment, shall govern and the cost of weighing shall be for the Contractor's account. 
The Government may at its election and expense have any and all deliveries 
hereunder weighed by a licensed weigher and sampled and analyzed by recognized 
analysts selected by it. Standard Specifications of the American Society for 
Testing Materials, latest revision as of the effective date of the Contract, shall 
apply to the weighing, inspection, sampling, and analyzing of any metal delivered 
under this Contract and in the investigation of any disputes that may arise from 
such weighing, inspection, sampling, and analyzing. Any metal delivered under 
this Contract which fails to meet the specifications set forth in Article IV hereof 
as determined by this Article shall not be cause for cancellation of any deliveries 
hereunder, but such material shall be deemed rejected upon receipt by the Con- 
tractor of notice of such rejection and is to be replaced by the Contractor at its 
expense within ninety (90) days at the Government's point of destination in 
the United States unless the Government, in writing, within ninety (90) days, 
notifies the Contractor of its acceptance of such material under this Contract, 
and, in addition, the Contractor shall reimburse the Government for the cost 
of the weighing, inspection, sampling, and analysis of the defective material being 
replaced. All claims for adjustment of weights or replacement of metals pur- 
suant to this Article must be made by written notice to the Contractor not more 
than sixty (60) days after delivery of the lot of metal in question, provided that 
in the case of metals delivered into storage pursuant to Article IX hereof, all 
claims for adjustment of weights or replacement of metals pursuant to this 
Article must be made by written notice to the Contractor not more than one 
hundred and eighty (180) days after delivery into storage of the lot of metal 
in question. The Contractor shall advise the Government promptly upon receipt 
of notice of rejection by the Government as to the disposition it desires the 
Government to make of the rejected material. Any charges incurred by the 
Government in connection with the disposition of such rejected material shall 
be for the Contractor’s account. 


ARTICLE IX. DELIVERY AND STORAGE 


A. The Contractor shall notify the Government in writing at least thirty (30) 
days in advance of the anticipated date of delivery to the Government of each 
lot of metal, which notification shall state the character and approximate weight 
of each lot and in the case of nickel metal, the quantity or quantities to be deliv- 
ered under Article ITI-A-1, III—A-2, or II—A-3 hereof. No metal shall be 
shipped to the Government or for its account except to storage unless and until 
shipping instructions are furnished by the Government. All metal tendered to 
the Government hereunder shall be in minimum carload lots. 

B. Delivery to’ the Government hereunder shall be f. 0. b. common carrier’s 
conveyance, the Contractor’s Louisiana Plant, and title shall pass to the Govern- 
ment upon issuance of receipted bill of lading. In the event the Government 
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shall fail to supply shipping instructions to the Contractor within thirty (30) 
days after the Contractor’s written notice to the Government of availability of 
such metal for delivery to the Government pursuant to the terms of this Contract, 
or if the Government so requests, the Contractor shall cause such metal to be 
adequately stored at its Louisiana Plant at reasonable charges, if storage facili- 
ties are available, and will cause a storage certificate, in form stisfactory to 
the Government, to be issued therefor. Storage charges at the Contractor's 
Louisiana Plant for a period of sixty (60) days shall be for the Contractor’s 
account. If adequate storage facilities are not available at the Contractor’s 
Louisiana Plant, such metal shall be stored elsewhere. Cost of delivering 
the metal to such off-the-premise storage facilities and storage charges shall be 
for the Government’s account. Title to metal placed in storage pursuant to the 
terms hereof shall pass to the Government, upon issuance of an acceptable stor- 
age certificate, and such metal shall be considered as delivered for the purposes 
of this Contract. 

C. The Contractor shall, if the Government so desires, act as forwarding and 
shipping agent for the Government, without additional expense to the Govern- 
ment, to effect shipment of all deliveries from the Contractor’s Louisiana Plant 
in accordance with instructions to be furnished by the Government and to process 
all necessary shipping documents. All costs, if any, incurred in placing material 
in not less than minimum ¢carload lots on board common carrier and handling 
charges in connection therewith shall be for the Contractor’s account. 


ARTICLE X. FORCE MAJEURE 


If the performance of any part of this Contract by the Contractor is prevented, 
hindered, or delayed by reason of any cause or causes beyond the control of the 
Contractor (including but not limited to acts of God, strikes or other labor 
difficulties, fire, storm, sabotage, acts of war, insurrection or riot, unavailabil- 
ity of materials or equipment, or by reason of any law, order, proclamation, 
regulation, ordinance, or instruction of any government, federal, state, local, or 
foreign, having or claiming to have jurisdiction, but not including inability of 
the Contractor to obtain, or delays in obtaining, financing to enable the Con- 
tractor to perform its obligations hereunder), and which cannot be overcome 
by due diligence, then the Contractor shall be excused from such performance 
during the continuance of any such happenings or events and the time for such 
performance shall be correspondingly extended: Provided, however, That the 
Contractor shall not be required to sell and the Government shall not be required 
to buy any quantities of metal which have not been delivered by June 30, 1963, 
or such later date but not later than June 30, 1965, to which the Government’s 
authority under the Defense Production Act of 1950, as amended, to purchase 
nickel and/or cobalt metal is extended, because of any such happenings or events. 
To become operative, the Contractor shall give to the Government, within 
thirty (80) days after the occurrence of each such happening or event, written 
notice thereof, together with a statement setting forth the nature of the occu- 
rence, and upon the conclusion of such occurrence, shall notify the Government 
in writing of such termination within thirty (30) days. 


ARTICLE XI. NOTICE AND ASSISTANCE REGARDING PATENT INFRINGEMENT 


A. The Contractor agrees to report to the Government, promptly and in reason- 
able written detail, each claim of patent infringement based on the performance 
of this Contract and asserted against it, or against any subsidiary company per- 
forming any of the obligations of the Contractor pursuant to Article XV hereof, 
or against any of their subcontractors if they have notice thereof. 

B. In the event of litigation against the Government on account of any claim 
of infringement arising out of the performance of this Contract or out of the use 
of any supplies furnished or construction work performed hereunder, the Con- 
tractor agrees that it will furnish to the Government, upon request, all evidence 
and information in its possession pertaining to the defense of such litigation. 
Such information shall be furnished at the expense of the Government except in 
those cases in which the Contractor has agreed to indemnify the Government 
against the claim being asserted. 


ARTICLE XII. REPORTING OF ROYALTIES 


The Contractor agrees to report in writing to the Government, during the term 
of this Contract and prior to its completion or final settlement, the amount of 
royalties or royalty rates paid or to be paid by it, or by any subsidiary company 
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performing any of the obligations of the Contractor pursuant to Article XV 
hereof, directly to others in connection with the performance of this Contract, 
together with names and addresses of the licensors to whom such payments are 
made and either the patent numbers involved or such other information as will 
permit identification of the patents or other basis on which royalties are to be 
paid. If no royalties or royalty rates are paid or to be paid directly to others 
under the circumstances set forth above, the Contractor agrees so to report in 
writing to the Government prior to completion or final settlement of this 
Contract. 
ARTICLE XIII. PATENT INDEMNITY 


The Contractor agrees to indemnify the Government and its officers, agents, 
and employees against liability, including court costs, for infringement upon any 
Letters Patent of the United States (except Letters Patent issued upon an appli- 
cation which is now or may hereafter be, for reasons of national security, ordered 
by the Government to be kept secret or otherwise withheld from issue) arising 
out of the performance of this Contract or out of the use, manufacture, or dis- 
posal by or for the account of the Government of supplies furnished or con- 
struction work performed hereunder. The foregoing indemnity shall not apply 
(a) unless the Contractor shall have been informed as soon as practicable by the 
Government of the suit or action alleging such infringement, and shall have been 
given an opportunity to present recommendations as to the defense thereof; or 
(b) if the Government enters into any agreement in settlement of such infringe- 
ment, claim, or action without the written consent of the Contractor, unless 
required by final decree of a court of competent jurisdiction. 


ARTICLE XIV. DEFAULT 


Notwithstanding any other provision of this Contract, the Government may, 
by notice in writing to the Contractor, cancel this Contract or any part thereof 
at any time, without payment of damages or penalty of any kind for such 
cancellation, in the event (a) a receiver, liquidator, or trustee is appointed 
for the Contractor or its property, or the Contractor makes an assignment for the 
benefit of creditors, or the Contractor becomes insolvent, or a petition is filed 
by or against the Contractor pursuant to any of the provisions of the United 
States Bankruptcy Act, as amended, for the purpose of adjudicating the Con- 
tractor a bankrupt, or for the reorganization of the Contractor, or for the pur- 
pose of effecting a composition or rearrangement with the Contractor's creditors, 
and such receiver, liquidator, or trustee is not discharged or any such petition 
filed against the Contractor is not dismissed within sixty (60) days, (b) of 
the liquidation or dissolution of the Contractor, whether voluntary or involun- 
tary, (c) of default by the Contractor in the performance of any of the terms, 
conditions or covenants of this Contract or any supplement thereto, including 
without limitation, failure by the Contractor to sell nickel metal to the Gov- 
ernment as provided under Article III—A—1 hereof, and of failure of the Con- 
tractor to cure the default within sixty (60) days of written notice of such 
default which notice shall be given to the Contractor by the Goverument, (d) 
of the determination by the Government that the Contractor obtained this 
Contract for the purpose of speculation. 


ARTICLE XV. ASSIGNMENT 


The Contractor shall not, without the prior written consent of the Govern- 
ment, sell, assign, or pledge this Contract or any of its rights, powers, privileges, 
duties or obligations thereunder: Provided, however, That any moneys due or 
to become due under this Contract, but not including any advances made or to 
be made hereunder, may be assigned by the Contractor to a bank, trust com- 
pany or other financing institution, including any Federal lending agency, pur- 
suant to and in accordance with the Assignment of Claims Act of 1940, as 
amended (31 U. 8S. Code 208, 41 U. S. Code 15). 

All of any part of the obligations of the Contractor under this Contract 
may be performed by and in the name of any subsidiary company or companies 
owned or controlled by the Contractor or by Freeport: Provided, That the Con- 
tractor will remain liable for the performance of all such obligations. 

All rights, powers, privileges, duties, or obligations under this Contract shall 
inure to any successor or successors of the Administrator of General Services 
or any branch or agency of the Government to which the Administrator of 
General Services shall hereafter delegate or assign his authority to act for 
the Government hereunder. 
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ARTICLE XV. COMPLIANCE WITH APPLICABLE LAWS 


In the performance of this Contract, the Contractor shall comply with and give 
all stipulations and representations required by any applicable federal, state, 
municipal, or local law, or Executive Order, or any applicable rules, orders, reg- 
ulations, or requirements of any government department or bureau, but nothing 
herein contained shall be considered as preventing the Contractor from con- 
testing in good faith the validity of such law, rule, order, regulation, or re- 
quirement or any charge that the Contractor has not complied therewith. 


ARTICLE XVII. WALSH-HEALEY ACT 


With respect to those portions of this Contract to be performed in the 
United States there are hereby incorporated by reference all representations and 
stipulations required by the Walsh-Healey Public Contracts Act, as amended 
(41 U. S. Code 35-45), and regulations issued thereunder by the Secretary of 
Labor, such representations and stipulations being subject to all applicable 
rulings and interpretations of the Secretary of Labor which are now or may 
hereaiter be in effect. 


ARTICLE XVIII. ANTIDISCRIMINATION 


In connection with the performance of work under this Contract, the Con- 
tractor agrees not to discriminate against any employee or applicant for em- 
ployment because of race, creed, color, or national origin: and further agrees to 
insert the foregoing provision in all subcontracts hereunder except subcontracts 
for standard commercial supplies or for raw materials. 


ARTICLE XIX. CONTINGENT FEES 


The Contractor warrants that no person or selling agency has been employed or 
retained to solicit or secure this Contract upon an agreement or understanding 
for a commission, percentage, brokerage, or contingent fee, excepting bona fide 
employees or bona fide established commercial or selling agencies maintained by 
the Contractor for the purpose of securing business. For breach or violation of 
this warranty, the Government shall have the right to annul this Contract with- 
out liability or in its discretion to deduct from the Contract price or considera- 
tion the full amount of such commission, percentage, brokerage, or contingent fee. 


ARTICLE XX, INTEREST OF MEMBERS OF CONGRESS 


No member of or delegate to Congress, or resident commissioner, shall be 
admitted to any share or part of this Contract, or to any benefit that may arise 
therefrom; but this provision shall not be construed to extend to this Contract 
if made with a corporation for its general benefit. 


ARTICLE XXI. REPORTS AND ACCESS TO BOOKS AND RECORDS 


A. The Contractor agrees to submit to the Government, in writing, monthly 
reports showing the quantities of metals produced and the quantities of metals 
sold during the term of this Contract. 

B. The Contractor agrees that the Government or any of its duly authorized 
representatives shall, while the Contract is in effect, and for a period of (3) 
years thereafter, have access to and the right to examine any pertinent books, 
documents, papers, and records of the Contractor, or of any subsidiary company 
performing any of the obligations of the Contractor pursuant to Article XV 
hereof, involving transactions related to this Contract. 

The Contractor further agrees to include the following provision, with ap- 
propriate insertions, in all of its subcontracts (herein defined as any agreement 
with another party providing for construction, improvements, or other work called 
for by this Contract, whether or not that purpose is so specified in the agree- 
ment) hereunder : 

“(Name of Subcontractor) agrees that the Government or any of its duly au- 
thorized representatives shall, until the expiration of three years after final 
payment under Prime Contract No. DMP-106 between the United States of 
America and Nicaro Nickel Company, have access to and the right to examine 
any pertinent books, documents, papers and records of (Name of Subcontractor) 
involving transactions related to this Contract.” 
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ARTICLE XXII. NONWAIVER 


The failure of either the Contractor or the Government to insist in any one 
or more instances upon the performance of any of the terms, covenants, or con- 
ditions of this Contract, shall not be construed as a waiver or relinquishment 
of the future performance of any such term, covenant, or condition by the other 
party hereto, but the obligation of such other party with respect to such future 
performance shall continue in full force and effect. 


ARTICLE XXIII. MODIFICATIONS 


No oral statement of any person shall modify or otherwise affect the terms, 
conditions, or specifications of this Contract. 


ARTICLE XXIV. TERMINATION 


A. Notwithstanding any other provision hereof, this Contract may be termi- 
nated by the Government, without payment by the Government of costs, dam- 
ages, or penalty of any kind for such termination, by giving notice in writing to 
the Contractor within sixty (60) days after receipt by the Government of the 
initial notice in writing provided for in article I of this Contract. 

B. Subject to the provisions of Article III-B hereof, but notwithstanding any 
other provision of this Contract, the obligations of the parties hereto shall cease 
and this Contract shall terminate (except that the obligations of the Con- 
tractor with respect to storage, sales, and shipment of metals delivered here- 
under and the Government’s obligation to pay for all metals delivered hereunder 
shall remain in force and effect until fully discharged) upon the occurrence of 
either of the following events, whichever occurs first : 

(1) When the Contractor has produced and sold One Hundred Fifty Million 
(150,000,000) pounds of nickel metal from the Facilities ; or 

(2) At the close of business on June 30, 1963. 


ARTICLE XXV. ADDRESSES 


Unless otherwise specified : 

(a) Notice by the Government to the Contractor provided for in this Contract 
shall be addressed to: Nicaro Nickel Company, 161 East 42nd Street, New York 
17, New York. 

(b) Notices by the Contractor to the Government shall be addressed to: Emer- 
gency Procurement Service, General Services Administration, 7th and D Streets 
SW., Washington 25, D. C., or such other address as either party for itself may 
specify to the other in writing. 

IN WITNESS WHEREOF, the parties hereto have caused this document to be duly 
executed as of the 18th day of October 1954. 

UNITED STATES OF AMERICA, 
By A. J. WALSH, 
Commissioner, Emergency Procurement Service, General Services 
Administration. 
Nicaro NICKEL COMPANY, 
By C. A. Wien, 
Chairman of the E.recutive Committee. 
Attest: 
[CORPORATE SEAL] Henry L. Prerson, Secretary. 


Contract No. GS—00—-B-—(D)--1523 BETWEEN UNITED STATES OF AMERICA AND 
SINGMASTER & BREYER 


This Contract, entered into this 29th day of June 1955, between the UNITED 
STATES OF AMERICA, acting by and through the Administrator of General Services, 
his successors, assigns, and duly authorized representatives, hereinafter referred 
to as the “Government,” and SInGMASTER & BREYER, a partnership formed under 
the laws of the State of New York, hereinafter referred to as the “Consultant.” 

WITNESSETH : 

Whereas the Government is the sole owner of the entire capital stock of the 
Cuban Nickel Company, a Corporation organized under and by virtue of the 
laws of the Republic of Cuba; and 
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Whereas the Cuban Nickel Company is the owner and holder of legal title 
in and to all property, real and personal, comprised in and otherwise a part 
of the plant and facilities for the mining and processing of nickeliferous ores 
and for the production of nickel oxide and other nickel products, known as the 
Nicaro Nickel Plant (hereinafter referred to as the “Plant Facilities”), and 
located at Nicaro, Oriente Province, Cuba; and 

Whereas by Delegation of Authority dated August 25, 1953 (18 F. R. 5285), 
as amended, the Administrator of General Services created a Committee known 
as the Nickel-Graphite Committee, with full authority to represent and act 
for and on behalf of the Administrator of General Services on all matters pur- 
suant thereto. The Chairman of the said Committee is hereinafter referred to 
as the “Contracting Officer” ; and 

Whereas the Administrator of General Services has been authorized by com- 
petent authority to expand the productive capacity of said “Plant Facilities” 
by seventy-five (75) percent; and 

Whereas the Administrator of General Services has entered into a contract 
with National Lead Company, a corporation organized and existing under the 
laws of the State of New Jersey, hereinafter referred to as the “Contractor” ; 
and 

Whereas substantial performance has been rendered by said Contractor under 
its contract; and 

Whereas subsequent to the design and commencement of construction of the 
additions to the facilities under the expansion program, new and additional 
problems have been encountered; and 

Whereas the new problems have yet to be resolved in a manner as to insure 
the most efficient use of the facilities as expanded with the ores available to 
the plant; and 

Whereas the Government has a continuing need for the availability of highly 
technically qualified and experienced consulting engineers familiar with the 
plant facilities, processes, and problems incident to and arising out of the 
expansion activities; and 

Whereas the Consultant represents that it is qualified, willing, and able to 
provide such consulting services ; 

Now, therefore, in consideration of the mutual promises herein contained, the 
parties hereto agree as follows: 


ARTICLE I—PROJECT OBJECTIVE 


Inasmuch as the plant expansion has proceeded to an advanced stage as of this 
date, the present project objective consists of the necessary completion and tie-in 
of the expanded facilities with the prior existing facilities with minimum inter- 
ference with plant operation and production, to improve the efficiency of metal- 
lurgical processes involving newly acquired ore bodies, to improve the instrv- 
mentation and enlarge and improve the pilot plant operation. 


ARTICLE II—SCOPE OF SERVICES 


The Consultant agrees to act as engineering and metallurgical consultant to 
the Nickel-Graphite Committee of General Services Administration and their 
duly authorized and designated representatives, and Consultant will, to the 
extent required or requested, provide the following professional services in 
connection with the project objectives, including, but not limited to, the following: 

(a) To advise the Committee in the relocation and improvement of the process 
improvement plant (Pilot Plant) to permit testing of results of laboratory 
research on all plant processes and on development of new material production 
processes. 

(b) To advise the Committee in the development of process equipment require- 
ments for the treating of ores from newly acquired ore bodies, where the ore 
characteristics vary from those for which the existing process was designed, and 
on design, procurement, and installation of such new or novel equipment as may 
be required. 

(c) To advise the Committee in the completion of all phases of the expansion 
program, including those not originally contemplated but required by reason of 
operational problems subsequent to development of the initial expansion project 
and the correlation of these program modifications into the overall expanded 
facilities. 

(d@) To advise the Committee in connection with the unification of the control 
instrumentation to assure the proper unity of operational control between the 
existing facilities and those added under the expansion program. 
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(€) Review estimates of costs relating to “(a)”, “(b)”, “(ec)”, and “(d)” 
above, and make recommendation of means, if any, of effecting economies in the 
work. 

(f) Examine specifications, shop drawings and purchase orders pertaining to 
material and equipment, for suitability, adequacy, performance and for economy 
of procurement, installation and operation. 

(9) Make recommendations to the Committee relative to ways and means for 
expediting and/or economizing on the projects. 

(h) When required by the Committee, visit the site of any work proposed or 
in progress and furnish counsel and advice regarding matters or problems per- 
taining to any phase of the work or to the project as a whole. 

(i) When required by the Committee, provide sketches to explain or illustrate 
suggestions and recommendations for improvement or revisions of design, lay- 
outs, drawings and details. 

(j) Shall consult with and advise the Committee and/or its designated repre- 
sentative relative to all professional, technical and scientific aspects of the 
project. 

(k) Prepare and submit to the Committee, when and as required, special writ- 
ten reports of all findings, following review and examination of all pertinent 
data submitted to Consultant, for such purposes. 

(l) It is understood and agreed that the consulting and other services herein 
provided will, in general, be furnished from Consultant’s New York City Office, 
except that Consultant agrees qualified representatives will be available, at all 
reasonable times, to be mutually agreed upon, for consultation with the Com- 
mittee and/or its representatives in Washington, D. C. It is further understood 
and agreed that the Committee and/or its representatives shall be free to con- 
sult with Consultant in New York at such times as they deem necessary. Such 
consultation shall be held during normal business hours unless otherwise agreed 
upon. 

(m) It is further understood and agreed that Consultant shall in no way inter- 
fere with nor direct the Contractor or subcontractor in any way and Shall report 
to and advise only the Committee. 


ARTICLE ITI—COMPENSATION 


(a) Fee.—F¥or he services herein enumerated, the Government shall pay the 
Consultant a fee of Forty-Two Thousand Dollars ($42,000) per annum, payable 
monthly in increments of Three Thousand Five Hundred Dollars ($3,500) each. 
Said fee shall, except for reimbursable costs as hereinafter provided, constitute 
full and complete compensation for all services rendered hereunder. For any 
period of less than one month, payment will be prorated by the number of days 
in the month. 

(b) Reimbursable Costs.—In addition to the fee specified in “(a)” above, the 
Government shall reimburse the Consultant for all expenditures by the Con- 
sultant for the following items in the performance of its work hereunder on the 
basis of actual cost: 

1. Actual out-of-pocket expenses for travel, long distance telephone calls, tele- 
grams and radiograms. 

2. Cost for any professional and testing services performed by third parties 
on specific prior request and approval by the Committee or its representatives. 

3. Drafting room service beyond the scope contemplated in Article IT (i), 
when approved in advance by the Committee or its representative. Payment for 
this type of service shall be on the basis of 200% of actual payroll of persons 
employed directly on such drafting service. 


ARTICLE IV——-TERM OF CONTRACT 


The term of this contract shall be for one (1) year from the date hereof. 


ARTICLE V—CANCELLATION 


This contract may be cancelled at any time hy either party heret> upon 
giving thirty (30) days’ notice in writing to the other party. It is further 
understood and agreed that all rights and obligations hereunder of the parties 
hereto shall remain in full force and effect during said thirty day notice period. 
Such cancellation shall be without payment of damages or penalty of any kind. 


67332—55——__9 
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ARTICLE VI—MANNER OF PERFORMANCE 


(a) Consultant represents that its partners and staff comprise engineers and 
technicians qualified and experienced in the field of nickel metallurgy, process 
equipment and structural design, construction estimating and economics, mate- 
rial specifications, utility services, electric power, water supply and distribu- 
tion, and other required engineering. 

(b) Consultant agrees to make available to the Committee and/or its repre- 
sentative, the best knowledge and advice available to it relating to any and all 
phases or aspects of the project objective, service as necessary of one or more 
of its partners, as well as the service of whatever necessary staff engineers and 
technical specialists, for review and consultation with the Committee on the 
various aspects of the project. 

(c) It is understood and agreed that Consultant is employed solely to provide 
professional, technical and scientific consulting and advisory services and shall 
have no responsibility for the design, construction, procurement or operation 
of the facilities under the expansion project. 


ARTICLE VII-—SECURITY OF INFORMATION 


(a) Consultant agrees that neither it nor any of its partners, officers and/or 
employees shall in any way divulge or communicate in any manner, informa- 
tion gained as a result of its performance hereunder, to any individual, firm, 
organization or publication without the prior written approval of the Committee. 

(b) All persons performing work under this contract shall be subject to 
security clearance by the Government in this discretion of the Contracting Officer. 


ARTICLE VIII—SUBCONTRACTS 


Subcontracts or Purchase Orders necessary for the proper performance of this 
contract may be made by the Consultant with approval of the Committee. 


ARTICLE IX—INSPECTION AND AUDIT 


The books and records of the Consultant relating to the work under this 
contract shall at all reasonable times be subject to inspection and audit by any 
authorized representative of the Government. 


ARTICLE X—DEFINITIONS 


(a) The term “Contracting Officer” means the person executing this contract 
on behalf of the Government. 

(b) The term “Committee” shall mean the Nickel-Graphite Committee estab- 
lished by the Delegation of Authority (18 F. R. 5285) dated August 25, 1953, as 
amended. 

ARTICLE XI—ADDRESSES 


Unless otherwise specified ; 
(a) Notices by the Government to the Consultant provided for in this contract 
shall be addressed to: 
Singmaster & Broyer, 
420 Lexington Avenue, 
New York 17, N. Y. 
(b) Notices by the Consultant to the Government shall be addressed to: 
Chairman, 
Nickel-Graphite Committee, 
General Services Administration, 
19th and F Streets, NW., 
Washington 25, D. C. 
or such other address as either party for itself may specify to the otner in 
writing. 
ARTICLE XII—COMPLIANCE WITH APPLICABLE LAWS 


In the performance of this contract, Consultant shall comply with and give 
all stipulations and representations required by any applicable Federal, State, 
Municapal or local law or Executive Order, or any applicable rules, orders, regu- 
lations or requirements of any Government Department or Bureau, but nothing 
herein contained shall be considered as preventing Consultant from contesting 
in good faith the validity of such rule, law, order, regulation or any charge that 
Consultant has not complied therewith. 
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ARTICLE XIII—WALSH-HEALY ACT 


There are hereby incorporated by reference all representations and stipulations 
required by the Walsh-Healey Public Contracts Act, as amended (41 U. S. 
Code 35-45), and regulations issued thereunder by the Secretary of Labor, such 
representations and stipulations being subject to all applicable rulings and 
interpretations of the Secretary of Labor which are now or may hereafter be in 
effect. 

ARTICLE XIV—-NONDISCRIMINATION IN EMPLOYMENT 


In connection with the performance of work under this contract, the Con- 
tractor agrees not to discriminate against any employee or applicant for employ- 
ment because of race, religion, color, or national origin. The aforesaid pro- 
vision shall include, but not be limited to, the following: Employment, upgrad- 
ing, demotion, or transfer; recruitment or recruitment advertising ; layoff or 
termination; rates of pay or other forms of compensation; and selection for 
training, including apprenticeship. The Contractor agrees to post hereafter 
in conspicuous places, available for employees and applicants for employment, 
notices to be provided by the Contracting Officer setting forth the provisions of 
the nondiscrimination clause. 

The Contractor further agrees to insert the foregoing provisions in all sub- 
contracts hereunder, except subcontracts for standard commercial supplies or 
raw materials. 

ARTICLE XV—CONTINGENT FEES 


The Consultant warrants that no person or selling agency has been employed 
or retained to solicit or secure this contract upon an agreement or under- 
standing for a commission, percentage, brokerage, or contingent fee, excepting 
bona fide employees or bona fide established commercial or selling agencies 
maintained by the Consultant for the purpose of securing business. For breach 
or violation of this warranty, the Government shall have the right to annul 
this contract without liability or in its discretion to deduct from the contract 
price or consideration the full amount of such commission, percentage, brok- 
erage, or contingent fee. 


ARTICLE XVI—INTEREST OF MEMBER OF CONGRESS 


No member of or delegate to Congress, or resident commissioner, shall be 
admitted to any share or part of this contract, or to any benefit that may arise 
therefrom; but this provision shall not be construed to extend to this contract 
if made with a corporation for its general benefit. 


ARTICLE XVII—ACCESS TO BOOKS AND RECORDS 


The Consultant agrees that the Government or any of its duly authorized 
representatives shall, while the contract is in effect, and for a period of three 
(3) years thereafter, have access to and the right to examine any pertinent 
books, documents, papers, and records of the Consultant involving transactions 
related to this contract. 

The Consultant further agrees to include the following provision, with appro- 
priate insertions, in all its subcontracts (herein defined as any agreement with 
another party providing for construction, improvements, or other work called 
for by this contract, whether or not that purpose is so specified in the agreement) 
hereunder : 

“(Name of Subcontractor) agrees that the Government or any of its duly 
authorized representatives shal], until the expiration of three (3) years after 
final payment under Prime Contract (Contract Symbol and Number) between 
the United States of America and Singmaster & Breyer, have access to and the 
right to examine any pertinent books, documents, papers, and records of (Name 
of Subcontractor) involving transactions related to this contract.” 


ARTICLE XVIII—ASSIGNMENT 


The Consultant shall not, without the prior written consent of the Government 
sell, assign, or pledge this contract or any of its rights, powers, privileges duties. 
or obligations thereunder ; provided, however, that any moneys due or to become 
due under this contract, but not including any advances made or to be made 
hereunder, may be assigned by the Consultant to a bank, trust company, or 
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other financing institution, including any Federal lending agency, pursuant to 
and in accordance with the Assignment of Claims Act of 1940, as amended (31 
U. 8. C. 208, 41 U. 8. C. 15). 


ARTICLE XIX—NON WAIVER 


The failure of either the Consultant or the Government to insist in any one 
or more instances upon the performance of any of the terms, covenants, or 
conditions of this contract, shall not be construed as a waiver or relinquish- 
ment of the future performance of any such terms, covenant, or condition by 
the other party hereto, but the obligation of such other party with respect 
to such future performance shall continue in full force and effect. 


ARTICLE XX—-MODIFICATIONS 


No oral statement of any person shall modify or otherwise affect the terms, 
conditions, or specifications of this contract. 

IN WITNESS WHEREOF, the parties hereto have caused this document to be 
duly executed on the day and year first above written. 


UNITED STATES OF AMERICA, 
Acting by and through 
ADMINISTRATOR OF GENERAL SERVICES, 
By J. P. PINKLEY, 
Chairman, Nickel-Graphite Committee. 
Accepted this 29th day of June 1955. 
SINGMASTER & BREYER, 
By FRANK G. BreYer, Partner. 


CONTRACTOR’S STATEMENT REGARDING NUMBER OF EMPLOYEES AND CONTINGENT 
FEES 


Project GS—00—B (D)-152% 
July 1, 1955 
The contractor hereby represents : 

1. That the aggregate number of our employees and of our affiliates is [ ] 
500 or more, [ V ] less than 500. 

2. That we [ ] have, [V] have not employed or retained any company 
or person (other than a full-time bona fide employee working solely for the 
contractor) to solicit or secure this contract; and that we [ ] have, [V] have 
not, paid or agreed to pay to any company or person (other than a full-time 
bona fide employee working solely for the contractor) any fee, commission, 
percentage, or brokerage fee, contingent upon or resulting from the award of 
this contract, and agree to furnish information relating thereto as requested 
by the contracting officer. (Note: For interpretation of the representation, 
including the term “bona fide employee,” see General Services Administration 
Regulations, Title 44, secs. 150.7 and 150.5 (d) Fed. Reg. Dee. 31, 1952, Vol. 
17, No. 253.) 

SINGMASTER & BREYER, 
By E. C. HineemMan, Partner. 


CORRESPONDENCE RELATING TO OPERATION AND EXPANSION 


Fepruary 8, 1952. 
Mr. ETHELBERT WARFIELD, 
Chairman of the Board, Nickel Processing Corp., 
New York, N. Y. 


Dear Bert: I had a quick trip to Nicaro but a very profitable one. I was most 
impressed by what I saw there, and I trust that the plant will be in full opera- 
tion in accordance with present schedules. Everyone concerned is entitled to 
congratulations for their accomplishments. 

I am sorely disappointed about one thing, however, which I will probably dis- 
cuss with you by telephone and such conversation might take place prior to your 
receiving this letter. I got the definite impression that top management, in the 
person of Mr. Zaalberg, is not satisfactory to the continued progress of this plant. 
He is, no doubt, a sincere and capable man but he is not administering this 
operation in a manner that will get. the most out of everyone concerned. Since 
this is the No. 1 vital war plant that this country has today, I must insist that 
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you participants in the Nickel Processing Corp. get together at once and select 
a hard-hitting general manager who will tie all of the accomplishments together 
and push through the complete operation at the earliest moment possible. 

I am not indicating that the Billiton people have not made a contribution, nor 
would I change my position if I were starting all over again in this matter, but 
I definitely feel that at this point American know-how is needed insofar as the 
operation is concerned. I want to see the Billiton people continue with their 
fine research and development and you to exercise the fine management you 
have displayed in the broad preblems that have to be met, but do believe me 
sincerely when I insist that all of these efforts are in danger if we do not quick- 
ly make the change I have indicated. 

If you have not talked with me before receiving this letter, please get in touch 
with me. 

Sincerely, 
Jess LARSON, Administrator. 


Marcu 25, 1952. 
Mr. ETHELBERT WARFIELD, 
Chairman of the Board, 
Nickel Processing Corp., New York, N. Y. 

DEAR Mr. WARFIELD: Please refer to my letter of February 8, 1952, in relation 
to Mr. Zaalberg. 

I have not received a report from you to date as to your plans in regard to 
my suggestion. I am most anxious that this matter be expedited and the 
change effected without any further substantial delay. 

Sincerely yours, 
Jess Larson, Administrator. 


GENERAL SERVICES ADMINISTRATION, 
April 1, 1952. 
Mr. ETHELBERT WARFIELD, 
Castle Hot Springs Hotel, 
Castle Hot Springs, Ariz.: 


Reurtel you were neither ordered nor instructed to attend the proposed con- 
ference at San Francisco. The suggestion was made which is emphatically 
reiterated that the interest of your company should be represented at the pro- 
posed conference, arranged to minimize inconvenience to you, to be held on 
Saturday morning at 9:30, April 5, 1952, at the St. Francis Hotel, San Fran- 
cisco, with the Magnesium and Nickel Committee. While it is regretted 
that this occurs while you are on vacation, the organizational needs of the vital 
plant property concerned overweighs any consideration of personalities or vaca- 
tions. If your company does not choose to be represented at this conference, 
action will be taken by the Magnesuim and Nickel Committee pursuant to my 
instructions. You were advised by my letter of February 8, 1952, that I re- 
garded certain changes in management as imperatively necessary. You have 
stated you are not prepared to name a substitute manager. The national in- 
terest will not permit further delay. The Government is prepared to make sug- 
gestions to rectify management deficiencies if you are unable to do so. A copy 
of this telegram is being furnished to the Dutch Embassy here in Washington 
so that it may take the necessary action for representation if it deems such 
course advisable. 


Jess Larson, Administrator. 


Aprit 3, 1952. 

The following message was relayed by telephone today to Mr. Stephens of 
Satterlee, Warfield & Stephens to be relayed in turn to Mr. Warfield: 

“In view of your message relayed to me by telephone this afternoon I am 
canceling meeting in San Francisco. The tone of your message is obviously 
disappointing to me. It leaves me with no alternative but to insist that we have 
an early meeting to discuss terms for termination of your contract. As a 
representative of the Government of the United States vitally interested in the 
production of nickel oxide at Nicaro, I will continue to insist on supervising the 
actions of any contractor at this installation so long as I hold this office. Suggest 
that the meeting be held not later than 1 week from today here in Washington.” 


JEss LARSON, Administrator. 
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MESSAGE TAKEN OVER THE TELEPHONE From Miss Br.Bo, ME 0017 


Aprit 3, 1952. 
Memorandum to Mr. Bulow 
From Mr. Stephens of Satterlee, Warfield & Stephens 


Burt Warfield asked us to send a telegram to Jess Larson today over his name, 
but that is apparently not possible due to the strike. It is important that Jess 
Larson receive the following message as soon as possible in view of the proposed 
meeting in San Francisco on Saturday: 

Re your telegram in view of Western Union strike arranging to have following 
delivered to you via Washington correspondent. 

“Billiton nominee for Cuban management expects to arrive in New York next 
Tuesday, believed to be well qualified for job. In view of this it would appear 
more satisfactory to have meeting in Washington or New York after his arrival. 
Please advise my New York office by telephone before 5 o’clock today whether 
in view of the foregoing the San Francisco meeting will still take place. Must 
make it clear we are able to appoint new manager and national interest not 
affected and management carrying out contract despite your interferences which 
are not in the best interests of the operation. Still believe Government agencies 
are subject to laws of this country and the terms of the contract. We will not 
relinquish our right to choose manager but are willing to interview any nominee 
you have in mind. Repeat: I believe proper place for meeting is Washington or 
New York at a time to be mutually agreed upon and not dictated by either 
party. Will at any time discuss any subject including appropriate terms for 
termination of contract if you continue to insist on interfering with our carrying 
out of our obligations. 

New York City office—Mr. Stephens, 


AprIL 25, 1952. 
N. V. BILLITON MAETSCHAPPIJ, 
Mining Equipment Corp., and Tin Processing Corp., c/o Mining Equipment 
Corp., 1270 Avenue of the Americas, New York, N. Y. 

GENTLEMEN: Reference is made to my letter of April 17, 1952, releasing Tin 
Processing Corp., therein referred to as the Billiton group, from all obligations 
and liabilities (except as provided in the memorandum of understanding dated 
April 18, 1952, between the stock participants in Nickel Processing Corp.) which 
said Billiton group incurred or assumed under the terms and conditions of 
the agreements which this Administration has made with respect to the Govern- 
ment-owned Nicaro Nickel Co. project in Nicaro, Oriente Province, Cuba, includ- 
ing without limitation the proposal dated December 29, 1950, made by Mining 
Equipment Corp. to General Services Administration for the operation of the 
Nicaro Nickel Co. project in Nicaro, Oriente, Cuba, and letter of intent accepting 
such proposal addressed by General Services Administration to Mining Equip- 
ment Corp. and excepted by Mining Equipment Corp. under date of January 15, 
1951, as amended by letter from General Services Administration to Nickel 
Processing Corp. dated December 14, 1951. 

Although the above letter mentioned only the Tin Processing Corp., the refer- 
ence to the Billiton group was intended to include also N. V. Billiton Maetschappij 
and Mining Equipment Corp., it being the intention of this Administration to look 
to the Nickel Processing Corp. (incorporated in Delaware and qualified to trans- 
act business in Cuba) and Nickel Processing Corporation of New York, a wholly 
owned subsidiary of Nickel Processing Corp., for the performance of the agree- 
ments covering the operation of said project, and to hold said Nickel Processing 
Corp. and Nickel Proeessing Corporation of New York liable for past and future 
performance of these agreements and obligations rather than the three companies 
referenced above as the so-called Billiton group. 

In connection with the change of stock ownership which is being effected within 
the Nickel Processing Corp., all officers, directors and employees (of that cor- 
poration or its said subsidiary) whose resignations are accepted as a result of 
such change are discharged from the duties of their respective offices and posi- 
tions, and relieved from any further obligations and liabilities accruing after 
the effective date of such resignations. 

Sincerely yours, 


Jesse Larson, Administrator. 
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May 13, 1952. 
The honorable the SECRETARY OF STATE, 
Washington 25, D. C. 
(Attention: Mr. Harvey Wellman.) 


Dear Mr. SecreTary: AS you are aware the Nickel Processing Corp., the 
operators of the Government-owned nickel plant at Nicaro, Cuba, has been 
composed of Billiton Mastschappij, which through its American subsidiary, Tin 
Processing Corp., owns 50 percent of the stock; National Lead Co., owners of 
30 percent of the stock, and Fazento de Minerales Cubanos, S. A., owners of 
20 percent of the stock. 

National Lead Co. had made a very material contribution, both with respect 
to furnishing efficient managerial personnel from its own organization and metal- 
lurgical know-how in the reactivation and operation of this plant. Their 
contribution is even greater than would be indicated by their stock participation. 

In view of their great interest in this plant and its possibilities for continued 
operation after the present emergency has passed, National Lead has purchased 
from Billiton an additional 30 percent of the stock of the Nickel Processing Corp. 
Under this arrangement National Lead will now own 60 percent of the stock. 
The remaining 20 percent owned by Billiton has been sold by them to the Cuban 
participants, giving them a total of 40 percent participation. 

There will be no interruption in the operation of the Nicaro plant, or in the 
installation and operation of the pilot plant leading to the recovery of cobalt as a 
separate metal. As you know, National Lead is now building a cobalt and 
nickel plant at Fredericktown, Mo., which is the result of many years of suc- 
cessful research and development in this field. In addition, the above described 
arrangement also provides that the improved Caron process for the recovery 
of nickel and cobalt will still be available at the Nicaro plant in the event that 
the pilot plant work there meets our expectations. 

It is my opinion that this arrangement will provide a better coordinated and 
more compact organization, and therefore an even more successful operation. 

This letter is written to acquaint you with the developments above set forth. 
You are requested to pass on to Ambassador Beaulac at Havana such of the 
information herein contained as you deem appropriate in order that the Cuban 
Government likewise may be apprised of these developments, if in your judgment 
such advice is appropriate. 

Sincerely yours, 
Jess LARSON, Administrator. 


DEFENSE MATERIALS PROCUREMENT AGENCY, 
Washington, December 16, 1952. 
Memorandum to Howard I. Young, Deputy Administrator, DMPA. 
Subject : Nicaro Nickel. 

Attached hereto is your memorandum of conclusions and recommendations re- 
garding expansion at Nicaro and other matters. I am, of course, disappointed 
that we cannot estimate an earlier completion of exploration on ore reserves 
but this project must be pushed ahead with the greatest possible speed. 

As to the recommendations, I hereby issue the following directives : 

1. The expansion of the Nicaro plant to 75 percent additional capacity be in- 
cluded in our present program and the Nickel Committee of GSA will be requested 
to continue the necessary engineering toward that end. ‘This directive will con- 
stitute authority to earmark funds not to exceed $43 million for the completion 
of this project. No funds will be expended, however, on any contractual obliga- 
tion assumed toward the actual construction of this plant until at least 26 mil- 
lion tons of firm ore reserves averaging not less than 1.3 percent nickel have been 
established. Upon the establishment of such reserves on a firm basis authority 
is hereby given to proceed with the construction of the project. 

2. Such steps as are necessary to work with Bethlehem Steel toward the 
formulating of a pilot plant for testing the nitric acid process will be continued. 
No expenditure for a pilot plant will be made, however, until a further report 
on these negotiations is made to the Administrator. 

3. The Battelle project will be prosecuted and pushed toward an early con- 
clusion with results of such project being reported immediately to the Admin- 
ature in case of findings which would alter the directive herein issued in 1 
above. 
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4. Negotiations with Freeport Sulphur should be terminated on the basis of 
present offers, but any reasonable offer of value to the Government so far as 
cost of product to the Government will be considered so long as this program 
has not been fully completed. 

JESS LARSON, Administrator. 


Marcw 17, 1953. 
To: Mr. Howard I. Young, Deputy Administrator, DMPA. 
From: Alan Bateman, consultant, DMPA. 
Subject: Nicaro Nickel. 

In my judgment, the present ore reserve situation does not warrant immediate 
expansion of the Nicaro plant. Furthermore, there is doubt that the existing 
process is the one that should eventually be used and it would, in my opinion, be 
unwise to make commitments now until resereach presently under way is com- 
pleted and proposed pilot plant tests have been made. 

I believe the equivalent amount of more of metallic nickel instead of nickel 
oxide can be developed from Canadian deposits more surely, reliably, and quickly 
than from immediate expansion of Nicaro under existing conditions. 


ALAN BATEMAN. 
JUNE 19, 1953. 





To: Commissioner of Public Buildings. 
From: Irving Gumbel, consultant, PBS. 
Subject : Nicaro Nickel. 


I understand that the Defense Materials Procurement Agency has not com- 
pleted its nickel-expansion program and is in a position to offer long-term Gov- 
ernment contract for its production. I believe that an offering on that basis 
might bring forth several attractive bids. 

Sale of the plant under these circumstances would relieve the Government 
of the necessity of continuing the present operations for a lengthy and in- 
definite period. The present method is at best an undesirable Government 
activity and subject to considerable criticism and at worst subject to attack as 
illegal. 

By linking a sale with a procurement contract the Government has consid- 
erable latitude of decision since the more favorable the contract the higher the 
value of the facilities. 

If this proposal seems to you to have merit, I would suggest that informal 
discussions be undertaken with DMPA to determine what the terms of the con- 
tract might be, followed by tentative talks with the present operator and other 
interested parties to ascertain whether they would be interested in bidding for 
the plant. 





JULY 1, 1953. 
To: Irving Gumbel, consultant, PBS. 
From: Commissioner of Public Buildings (signed) W. E. Reynolds. 
Subject: Nicaro Nickel. 

My comments in response to your memorandum of June 19, 1953, follow: 

1. For some time we have been aware that the Nicaro operation has been so 
successful that many potential purchasers might be interested in acquiring the 
plant. Obviously, such purchasers would require Government underwriting in 
the form of a procurement contract, Government bail-out, and the right to pay 
for the plant in nickel products, as well as other forms of Government assist- 
ance. 

2. Prior to the execution of amendatory letter No. 9, NPC, the Government 
contractor, was obligated under its January 1951 letter agreement to submit to 
GSA an acceptable lease on Nicaro by approximately August 1, 1953; likewise 
the Government was obligated to consummate such an acceptable lease if sub- 
mitted. Pursuant to this obligation, the Magnesium and Nickel Committee during 
December 1952 negotiated at length with the contractor looking to the establish- 
ment of an acceptable lease basis. 

After mature consideration, the Committee concluded, with the then Admin- 
istrator’s concurrence, that while GSA and its contractor could easily reach 
“an acceptable lease basis” in the normal meaning of that phrase, that to do so 
would be adverse to the interests of the United States because (a) such a lease 
would be substantially more expensive and costly to the United States; (b) 
the critical nickel situation might require the stockpiling of the entire Nicaro 
production; and (c) there was then a substantial probability that the Nicaro 
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plant might be expanded with the attendant interference with production, and 
the chaotic effect of expansion on any lease arrangement which might be con- 
summated. It should be noted that all of these reasons were extraneous to the 
original contract commitment between GSA and its contractor, NPC. 

In the light of these factors, the then Administrator refused to consummate 
a lease with the contractor; but instead executed, and persuaded the contractor 
to accept, amendatory letter No. 9. Prior to the execution of amendatory letter 
No. 9, there was no substance of claim of illegality to the interim operation of 
Nicaro which then contemplated the negotiation and execution of a lease con- 
tract between GSA and NPC on or before August 1, 1953. The claim of illegality 
(which we seriously question) attaches to amendatory letter No. 9, which con- 
verted the letter agreement into a 5-year management contract. The reasons for 
this were valid but are not pertinent here. 

Therefore, if the Nicaro plant should be offered for sale as you propose, any 
purchaser would have to acquire the plant subject to existing contract commit- 
ments. Viewed on the shortest basis, this means that the acquisition would be 
subject to a 5-year management contract; on the longest basis (assuming the 
vulnerability and elimination of amendatory letter No. 9 for purposes of this 
discussion) the acquisition would be subject to a lease between GSA and NPC 
which would probably have a tenure of from 10 to 20 years. Under these cir- 
cumstances, I conclude that no legitimate potential purchaser would have any 
substantial interest in the plant (excepting perhaps NPC itself). 

3. It is possible and perhaps probable that ODM will soon direct implementa- 
tion of a new and broadened nickel policy which may order the expansion of 
Nicaro. Until this directive is received, and the Government’s overall nickel 
requirements are finally determined upon, it would be unwise to further encumber 
the vital Nicaro plant. 

4. I am aware that there has been considerable criticism of Nicaro but, like- 
wise, there has been considerable commendation. I think, for a better under- 
standing of this problem, it would be well to read the Paley Commission report, 
wherein this Commission makes certain pertinent recommendations to the 
President in connection with foreign undertakings, such as Nicaro. 

5. I note in your memorandum you comment that it is your view that “at best 
{it is] an undesirable Government activity.” With this view I am unable to 
concur. The establishment of basic facilities for production of nickel sufficient to 
carry out a war by the free world is a necessity. We have in Nicaro a plant 
that supplies about 10 percent of the world’s production. It is not in competi- 
tion with American firms producing nickel in the United States of America. 
Until the stockpile is filled, the present operation is saving the Government several 
million dollars a year. 

6. The Government’s contractor, an exponent of the American system of free 
enterprise, appears to be satisfied with the present management contract which 
is returning a substantial sum annually to the United States to be utilized in 
establishing Nicaro on a permanent peacetime basis, as well as to the end of 
retiring the taxpayers’ heavy wartime investment in Nicaro. It is my conclusion 
that we are not warranted in changing the present contract unless it is to the 
advantage of the Government to do so. I am unable to see that it is. 


SEPTEMBER 23, 1953. 
To: The Administrator. 
From: Nickel-Graphite Committee. 
Subject : Expansion of capacity, Nicaro nickel plant, Nicaro, Cuba. 

It is considered essential that an early decision be reached relative to the 
proposed expansion of the productive capacity of the Nicaro nickel plant. The 
following facts are submitted : 

(a) Nickel is still short supply and from information available as to overall 
requirements, it would appear that balance cannot be achieved before late 1958, 
even with cutbacks in the stainless-steel industry. 

(6) Reports of explorations under supervision of the Bureau of mining claims 
acquired by Cuban Nickel Co. indicate adequate reserves of suitable nickel content 
to support an expansion to 175 percent of the present capacity of the plant, taking 
inte consideration ores available in Nicaro Nickel Co. property. 

(c) Preliminary engineering work being performed by National Lead and 
H. K. Ferguson Cos. has progressed almost to the point where further expendi- 
ture will be uneconomical unless expansion is directed. Discontinuance of this 
work will probably result in loss of the services of Ferguson engineers with much 
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needed experience gained in their preliminary studies. Funds are available for 
completion of the engineering, if expansion is directed, 

The following factors favor the expansion of the Nicaro plant capacity: 

1. The Nicaro operation is well established, with favorable production costs 
and recovery rates. The production cost for August 1953 was $0.37356 and the 
recovery rate for the first 7 months of 1953 was 78.25 percent of contained 
nickel-cobalt. 

2. The process used at Nicaro is the only proven process for extraction of 
nickel from Cuban lateritic-type ores. Other proposed processes, while offering 
higher recoveries and lower production costs, based on laboratory tests, have 
not been fully tested in pilot plants, according to information available. 

The time element required for pilot-plant tests of other processes favors the 
expansion of Nicaro. It is estimated that the expanded plant can be in produc- 
tion in approximately 24 months after authorization, if expansion is held to 
75 percent of present capacity. 

3. A trained operating force is already in existence at the plant. Material 
saving in start-up time will thereby be saved. Training of supervisory employees 
ean be accomplished only under actual operations. 

If expansion is directed, it is urged that the factor of 75 percent increase in 
capacity be retained. This factor was established as the most economical by 
H. K. Ferguson and National Lead engineers, taking into consideration existing 
water supply and gas producer capacities. Exploration work to develop new 
ore reserves has also been predicted on a 75 percent expansion. This will pro- 
vide an expanded production capacity of approximately 47 to 48 million pounds 
of contained nickel-cobalt per year. 

It is also recommended that in the event of expansion of Nicaro, requirement 
for facilities to separate cobalt be omitted, as research has not developed a satis- 
factory process. It appears that a successful cobalt separation process is at 
least a year in the future. 

J. P. PINKLEY, 
Chairman, Nickel-Graphite Committee. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington, D. C., December 4, 1953. 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, 
Washington, D. C. 

DEAR Mr. WALSH: Because of the critical situation with respect to the supply 
of nickel, it is the decision of the Office of Defense Mobilization that Nicaro pro- 
duction in the amount of 840,000 pounds per month can be diverted from the 
stockpile to industrial use during the first quarter of 1954. 

This decision has been made on the basis that the International Nickel Co. will 
agree to deliver sometime during 1954 the remainder (4 million pounds) due un- 
der contract No. 1474, in addition to the 3 million pounds per month due under 
current stockpile contracts. 

To release any part of Nicaro production without equivalent or better replace- 
ment from some other source would be contrary to the spirit and intent of the 
stockpile program and would present a hazard to national security that could be- 
come vital in an emergency. This proposal calls for a little better than an even 
exchange by INCO, but it gives industry an additional supply in the first quar- 
ter in return for deliveries under contract No. 1474 later on in the year. 

In our conversations, Mr. Wingate, vice president of INCO, referred a number 
of times to the fact that under the recently adopted stockpile schedule, less 
nickel will be available for commercial use since decontrol than before. The im- 
plication seemed to be that the increased deliveries to the stockpile were brought 
about by decontrol. This is not the case, since in the light of the unsatisfactory 
progress being made in accumulating nickel for the stockpile, the decision to di- 
vert a large portion or all of Nicaro production to the stockpile, effective with 
the first quarter of 1954, would have been taken whether or not nickel was de- 
controlled. 

The situation will again be reviewed in middle February, and it is hoped that 
some way will be found to increase the commercial supply for the second 
quarter while maintaining the present stockpile schedule. 
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ODM appreciates the many impelling reasons for continuing to make a large 
portion of Nicaro production available to commercial users; however, the re- 
quirements of national security must outweigh all other considerations and ODM 
trusts that INCO will cooperate by accepting and supporting this decision. 

Sincerely yours, 
BE. H. WEAVER, 
Assistant Director for Materials. 


JANUARY 8, 1954. 
To: The Administrator. 


From: Nickel-Graphite Committee. 
Subject: Nicaro expansion. 


The committee has discussed the possible methods of accomplishing the 
Nicaro expansion project and has consulted with the Commissioner of Public 
Buildings regarding it. We have reached the conclusion that the following 
measures are necessary to provide required controls, and to assure expeditious 
and economical completion of the expansion work. 

A. GSA should immediately discontinue the agreement under which Nickel 
Processing Corp. has subcontracted for preliminary expansion engineering. 
We then should negotiate a prime contract directly with the same engineering 
firm, the H. K. Ferguson Co., for the final engineering work, the preparation 
of construction plans and specifications, and for such consulting and supervisory 
services as are required by the Government. 

B. We should also negotiate a contract with National Lead Co. for furnishing 
advice and consultation with respect to operational requirements and to utilize 
the experience and knowledge of their technical specialists. 

Cc. A construction contract should be negotiated at the earliest practicable 
date between GSA and a selected contractor for furnishing all labor, materials, 
and equipment for the entire project. We feel that the award of this con- 
tract should not be delayed pending completion of the working drawings and 
specifications to permit obtaining firm price bids; therefore, it should be ne- 
gotiated on a cost-plus-a-fixed-fee basis. 

Because of the time expended and the knowledge and experience gained by 
Ferguson in their preliminary engineering work, we consider it impractical 
to consider any other contractor for the architect-engineering work. This 
contractor has a good reputation and has available a large staff of engineers 
and technicians to start immediately on the final plans and specifications, with 
the assistance of National Lead engineers on operational requirements. 

To successfully undertake and complete this involved project, the construc- 
tion contractor must be selected on the basis of proven qualifications, including 
the following: 

(a) A competent working organization in Cuba with demonstrated ability 
to perform major construction jobs abroad, and with a well organized office 
in the United States, from which the procurement of materials and equipment, 
the expediting of deliveries, and the shipments of materials can be effectively 
performed. Such an organization must be financially sound, of good reputa- 
tion and with broad experience in comparable foreign work. 

(b) They must be well established in Cuba, with good labor and public re- 
lations already confirmed, and should be favorably considered by the Cuban 
Government. They must have thorough knowledge of working conditions, 
material costs and sources, legal requirements, customs procedures, and all 
other matters pertaining to construction in that country. 

The only company, known to us, having the above qualifications, is the Fred- 
erick Snare Corp., who built the original Nicaro plant, and who performed the 
rehabilitation work in connection with its recent reactivation, in a highly satis- 
factory manner. To the best of our knowledge, this is the only American com- 
pany who is well established in Cuba and who have performed, successfully, 
projects of comparable size and complexity. Snare is now working on a large 
project for the Navy at Guantangamo Naval Base, Guantanamo, Cuba, and 
we are informed by Navy that they were employed on this project after a lower 
bidder had started the work and failed to perform satisfactorily. Navy has 
expressed their complete satisfaction with Snare’s work. They are also con- 
sultants to the Cuban Government on construction matters. 

The committee recognizes that on a project of this size, there will be many 
reputable construction companies eager to undertake the project and we con- 
sider it essential that any such firms be permitted to submit their qualifications. 
As time will not permit completion of plans and specifications to the extent neces- 
sary for competitive bidding, we strongly recommend that the selection of the 
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contractor be based on their demonstrated ability to perform such a project 
in Cuba. 

If you concur in the above conclusions, we shall immediately proceed to 
arrange conferences with the concerned parties, and initiate action for prepara- 
tion of the required contracts. We consider it essential that all of these con- 
tracts be awarded at the earliest practicable time in order that there will be 
no unnecessary delay in obtaining the benefits of the expanded capacity. 

Concurred in: 

W. E. R., 
Commissioner of Public Buildings. 
CLARENCE A. FREDELL, 
Member, Nickel-Graphite Committee. 
JOHNSTON RUSSELL, 
Member, Nickel-Graphite Committee. 


[Press release, Monday, February 8, 1954] 


GENERAL SERVICES ADMINISTRATION 


OFFICE OF PUBLIC INFORMATION AND REPORTS 


The National Lead Co., a leading American mining and metallurgical com- 
pany, will carry out an expansion program which will increase the capacity of 
the Government-owned nickel plant at Nicaro, Cuba, by 75 percent. 

The company, owner of the majority share of the firm, Nickel Processing 
Corp., which is presently operating the plant, will enlarge it under the direction 
of the General Services Administration. 

The Office of Defense Mobilization has directed the expansion and allocated 
$43 million to the project. Completely rehabilitated at the order of the Muni- 
tions Board of the Department of Defense, in 1950, the plant turned out in 
1953 about 28 million pounds of nickel and, in the fourth quarter, the equivalent 
of an annual rate of 29% million pounds. 

In announcing the assignment of the task to National Lead, Edmund F, 
Mansure, Administrator of General Services, had the following comment: 

“By virtue of its major interest in the Nickel Processing Corp., National Lead 
has a basic reason for seeing to it that the best possible job is carried out as 
rapidly as possible in engineering, in design, and in construction. 

“National Lead will coordinate the expansion with concurrent operations, 
will strive for maximum production while the enlargement is underway, and 
will place the plant on its expanded base as early as possible with a view to the 
efficient operation of the larger facility.” 

National Lead will employ subcontractors for various phases of the work— 
engineering plans, specifications, and design of the expanded facilities, and their 
construction. For the selection of the subcontractors, standards have been estab- 
lished to cope with the special problems to be found in an undertaking in a 
foreign country. 

To this end, H. C. Wildner, president of Nickel Processing Corp. and an officer 
of National Lead, has assured the General Services Administration that the 
qualifications of the subcontractors will include their past experience in and 
present facilities for the performance of work in Cuba. 

“The rehabilitation and operation of Nicaro,” Mr. Mansure pointed out in 
explanation, “has had splendid cooperation in Cuba from the Government and 
the people. In a very real sense, they are in partnership with us in an operation 
which is based upon Cuban resources in nickel and other metals. We wish to 
maintain in that partnership the same spirit of friendship and cooperation.” 


JUNE 17, 1954. 
To: The Administrator. 
From: J. P. Pinkley, chairman, Nickel-Graphite Committee (Signed) J. P. 
Pinkley. 
Subject: Subcontractor for architect-engineering services expansion, Nicaro 
nickel plant. 


Responsibility for recommending subcontractor for the architect-engineering 
services covering the expansion of the Nicaro nickel plant was set forth in the 
prime contract with National Lead Co. as one of their functions, 
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Under date of June 4, 1954, Mr. A. V. Bender, chief engineer of National Lead 
Co., submitted to me as chairman of the Nickel-Graphite Committee the name 
of H. K. Ferguson Co. as the firm best qualified. (Letter of June 4 from Mr. 
Bender is attached to the yellow file copy of letter to National Lead Co.) 

The attached letter addressed to the National Lead Co. acknowledging and 
concurring in this recommendation represents the thinking of the committee 
and their approval of the selection of the H. K. Ferguson Co. as subcontractor 
for this phase of the expansion work. 

Before final authorization is forwarded to the prime contractor, I would 
appreciate your review and approval. 

Approved. 


Administrator. 


SEPTEMBER 7, 1954. 
To: Administrator. 
From: Chairman, Nickel-Graphite Committee. 
Subject: Justification for personnel on Nicaro nicket plant supervisory staff. 


At the Bureau of the Budget hearings on 1955 DPA funds budgets, Bureau 
representatives requested further review of the GSA staff engaged in super- 
vision of the Nicaro nickel plant operations and expansion. Accordingly, there 
is attached a résumé of data pertaining to each position and vacancy. The 
following general comments are believed necessary to portray the magnitude of 
these activities. 

This plant represents an investment of Government funds of almost $50 mil- 
lion, including newly acquired and explored mining claims. The expansion will 
increase this investment to almost $100 million. Of this amount, about $60 mil- 
lion will be in equipment of all kinds and related personal property. 

At present market prices, the plant’s current annual production is worth about 
$15.4 million and after expansion, this will be almost $27 million. 

In addition to the mine and metallurgical plant, there are complete com- 
munity facilities providing housing, shops, theater, hospital, schools, clubs, and 
recreational facilities for approximately 3,500 residents. All required utilities, 
railroad facilities, deepwater shipping facilities, and required fire protection 
and guard services for a completely self-contained industrial city. The plant 
employs about 1,800 workers, and the expansion project will superimpose upon 
them 3,000 to 4,000 more employees. 

The plant is in full operation 24 hours a day, 365 days a year. To expand the 
capacity by 75 percent without materially reducing production is one of the 
most difficult operations ever undertaken by the Government. 

The resident engineer and his small staff of four civil service employees will 
have all of their time taken up in keeping the plant in full operation, in main- 
taining adequate records, and in supervising development of the new ore bodies 
under the very difficult conditions bound to prevail, even with the best planning 
and management. 

Regardless of the contractual arrangements, and the various contractors’ obli- 
gations, the Government ‘cannot divest itself of its responsibility for the success 
or failure of this project. 


JUSTIFICATION FOR PERSONNEL ON NICARO NICKEL PLANT SUPERVISORY STAFF 


I. GSA EMPLOYEES AT NICARO 
A. Operations 


‘ The GSA civil service staff at Nicaro currently consists of five employees, as 
ollows: 


One resident engineer—GS-15, who is also treasurer and resident administrator 
of Cuban Nickel Co. 

Two assistant resident engineers—GS-13. 

One property administrator—GS-12. 

One assistant property administrator—GS-11. 

This staff is considered conservative for the workload involved, and for the 
magnitude of the Government’s interest in the property. 

(a) Resident engineer, GSA, and resident administrator, Cuban Nickel Co. 
Mr. W. R. Brown, GS—15.—At the beginning of this operation no official of either 
Nickel Processing Corp. or National Lead Co. had any knowledge of, or experience 
in, operating the Nicaro plant, or the Nicaro process, of which there is no duplicate 
in the world. Nor had any of these officials had previous experience in mining 
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or extracting nickel from Cuban ores, or in fact, any nickel experience of any 
kind. Only our resident engineer and one assistant ever had such previous 
experience. Both Mr. Brown and Mr. Timlin held supervisory positions at Nicaro 
during the previous operation. 

The success in operations attained by Nickel Processing Corp. are, in a large 
degree, due to the guidance and supervision of these two engineers. Two NPC 
general managers failed completely and had to be removed. ‘The present general 
manager, while a very competent engineer, had practically no experience in 
large plant operations prior to assignment on this job, and no previous nickel 
experience. . 

As the principal representative of the Government at Nicaro, Mr. Brown has 
had to maintain constant liaison with the United States Embassy and the Cuban 
Government officials and has gained their highest confidence and respect. He is 
also highly respected by Cuban labor officials, who frequently refer their problems 
to him for advice. This has been very beneficial to the operation in maintaining 
its excellent public and labor relations. 

In addition to administering the affairs of Cuban Nickel Co. and supervision 
of the Govenment’s interest in the plant operations, Mr. Brown has been instru- 
mental in acquiring, for Cuban Nickel Co., additional ore bodies containing ap- 
proximately 31 million tons of ore, in support of the expansion program. It is 
estimated that the savings in operating cost, in ore royalties alone, will be 
approximately 80 cents per ton or about $1,220,000 per year on the expanded basis 
(4,200 tons per day at $0.80). He is now in the process of negotiating contracts 
for surface rights, rights-of-way and water supply facilities for the mine expan- 
sion project. 

Without Mr. Brown’s advice and recommendations, and his knowledge of the 
Cuban people and of working conditions, neither this nor the former committee 
could have performed effectively. 

(b) Assistant resident engineer, Mr. Robert Timlin, GS-13.—This employee 
is a mining and industrial engineer who, through experience in both the present 
and former operation, has relieved Mr. Brown of much of the detail of inspecting 
and supervising these activities. As the new ore bodies will have to be developed, 
and mining programs established during the next 2 years involving costs of 
$3.5 to $4 million, retention of Mr. Timlin’s services to supervise these activities 
is very essential. His knowledge of plant operations will also assist greatly in 
maintaining maximum production during the expansion period. 

(c) Assistant resident engineer, Mr. Arthur Mitchell, GS—13.—Mr. Mitchell is a 
mechanical engineer with broad experience in plant equipment operation and 
maintenance. As the maintenance of this plant, under continuous operation, 
is one of the most important and costly elements of operation, it is to the Gov- 
ernment’s interest to be sure that its property is adequately maintained in good 
condition. Careful supervision is mandatory, otherwise maintenance wiil be 
neglected to achieve greater current production. 

Proper plant equipment and structural maintenance has been one of NPC’s 
major weaknesses, and they are now only approaching a satisfactory prevent- 
ative maintenance program, due in a large degree to Mr. Mitchell’s efforts. 
Much constructive work remains to be done. Keeping an effective maintenance 
program in force during expansion, while every effort is being made for miximum 
preduction, will require even greater efforts on the part of GSA representatives. 
I feel that Mr. Mitchell’s services, during the expansion, are essential, and that 
his full time will be required in the operations program. However, he will also 
be able to provide much advice and counsel to the GSA expansion project 
engineers. 

(d) Property accountability officer, Mr, F. Raymond Martini, GS-12, and 
assistant, Mr. Fred Ackerman, GS-11.—At the time of reactivation there were 
no adequate or accurate inventories of real or personal property at Nicaro. 
Nor was there any proper storage or warehousing program in effect. No one 
knew what materials or spare parts were in stock, as the only records available 
were inaccurate as to quantities and inadequate as to description. The property 
situation was actually chaotic. Materials were being purchased under one 
name, while identical items were in stock under another name. 

The pressure for speedy accomplishment of the rehabilitation project, and for 
getting the plant into operation, did not improve this situation. Due to lack of 
a competent warehouse superintendent fcreman and trained assistants and with 
no business manager at the plant to assume overall responsibility, progress in 
correcting this situation has been slow. Only recently have material improve- 
ments been in evidence. 
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Mr. Martini has accomplished a great deal despite the above handicaps. An 
accurate property inventory record system has been established and is being main- 
tained on a current basis. Personal property and warehouse stores of materials 
and spare parts have been screened and large quantities which are excess to oper- 
ational requirements have been removed to a salvage warehouse or collected as 
scrap if no salvage value exists. Materials left over from rehabilitation, if not 
required for plant operation or maintenance, have been stored and properly re- 
corded. It is planned to have this material screened by the expansion construc- 
tion subcontractor to assure utilization of all suitable items in the expansion 
work. When this is completed, a disposal program will be undertaken, under the 
supervision of these two employees. An active scrap disposal program will also 
be undertaken. Upon completion of expansion, screening and disposal of leftover 
materials will be a major project. NPC is also presently screening its warehouse 
stores and will turn over to Cuban Nickel Co. all materials and supplies excess to 
its requirements. This should result in a material saving to the expansion project. 

It is estimated that materials and equipment procured for expansion will cost 
over $20 million. Assurance of receipt and proper handling, storage, and con- 
servation of these items is essential, and while the various contractors have «~~ 
tain accountabilities in this respect, it will be, in fact, Government property for 
which we must assume overall responsibility. 

Maintenance of accurate property cost records, under the expansion project, to 
assure proper capitalization of the various plant facilities will also require con- 
siderable time and effort. Screening, salvage, and scrap activities in connection 
with expansion will also be a major problem, and unless properly administered, 
ean result in much loss to the Government and perhaps in unfavorable publicity. 

The requirement for maintaining separate accounts for property acquired with 
DPA funds and from other sources has also complicated the property accountabil- 
ity administration. We are attempting to work out a satisfactory solution to 
this problem in coordination with the comptroller’s office. 

In view of the millions of dollars of Government property involved, the necessity 
of maintaining adequate records of that property and for assuring proper storage, 
handling and utilization of it, I feel that the present staff of two employees is 
fully justified, particularly during the expansion period. 


B. Expansion, Nicaro personnel 


For full coverage, this project would require at least 3 engineers, 1 structural, 
1 mechanical, and 1 electrical, as each of these highly specialized activities com- 
prises a major element of the expansion project. However, to economize, we 
have reduced this requirement to two positions, and for the other will probably 
utilize the services of an engineer from our consultant (Singmaster & Breyer) 
for the short critical periods of electrical installations, on a per diem basis. 
Neither of the two positions in question have been filled, but will be as soon 
as the workload justifies it. 

1. Expansion project engineer, GS-14—While this employee will be on 
Mr. Brown’s staff for administration, and will consult with him freely on opera- 
tional requirements, he will be responsible directly to the committee for the 
technical and economical sufficiency of the work and for the timely completion of 
each phase of the job. 

Regardless of the perfection of the design engineering and of the plans and 
specifications, many complex problems will arise at the site, involving technical 
and economic dicisions by the Government. These may be in the nature of 
changes in structures, either existing or proposed, or in equipment, utilities or 
other phases, proposed in the interest of expediting completion; precluding loss 
of production or of improving the cost of productive operation. Within the 
limit of his delegated authority, or in emergencies, this employee will make such 
decisions. If above his authority, he will make recommendations to the com- 
mittee with full justification. Further, he will keep the committee informed 
of the status and progress of the project, or special situation requiring com- 
mnittee action, of possible delays and cost overages, etc., so that appropriate con- 
sideration and action may not be delayed. 

He will be responsible also that the various subcontractors force is adequate 
but not overmanned, for avoiding work stoppages, for assuring conformance to 
preestablished progress and cost control schedules and for keeping his New York 
counterpart informed as to need for expediting shipments of material, design 
changes to fit job conditions, etc., thus making for teamwork in keeping the job 
going according to schedule. 
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In addition, he will be responsible for economic utilization of materials and 
manpower, and good project management. He will work through the prime con- 
tractor’s representative in requiring correction of defects, rejection of improper 
or subgrade materials or workmanship, for proper care and use of Government- 
owned construction equipment, economy of utilities, ete. His decisions will be 
subject to appeal only to the contracting officer or the Administrator. 

For this position, we propose to transfer Mr. Carl T. Linderholm, presently 
employed as project engineer in New York City. He recently was employed on 
the big AEC Savannah River project, where he was in charge of all mechanical 
installations. 

2. Assistant project engineer—GS-—13.—This employee will be responsible to 
the project engineer for the technical and economic sufficiency of all structural 
work, of ground improvements, of utility distribution installations and other 
nonmechanical work. He will assist the project engineer in maintaining prog- 
ress and cost control, in job management and administration, and will serve as 
acting project engineer in that employee’s absence. Corrective actions, except 
in emergencies, will be processed through the project engineer of the prime con- 
tractor. The assistant project engineer position will be filled when workload 
requires it. 


C. Operations, New York. 

1. Contract administrator, GS—12.—Until June 30, 1954, one of the two resi- 
dent accountants of the comptroller’s office stationed in the Nickel Processing 
Corp.’s office in New York represented both the comptroller and the committee 
on all operational matters in a highly satisfactory manner. The contractor 
has, on many occasions, commented favorably on the assistance afforded them 
in conforming to Government policies and regulations. 

As practically all supplies, materials, and equipment for Nicaro must be pro- 
cured and shipped by the NPC New York office, and all nickel products sold and 
distributed by that office, their operations involve the administration of many 
millions of dollars of Government funds. As both of the resident accountant 
positions were abolished as of June 30 and a system of post audits installed, to be 
performed by regional auditors, the NPC office was left without any Government 
representative on operational activities. 

It is neither possible nor practical for the committee, in Washington, to attempt 
to handie and make decisions on all special operational matters. Therefore, 
because of his excellent performance and knowledge of the operations in that 
office, the committee has taken Mr. Leo Slaughter, formerly head resident account- 
ant, on its payroll as a contract administrator. In addition to administering the 
operating contract, Mr. Slaughter will be able to assist materially on adminis- 
trative phases of the expansion. 

A good example of this employee's value is that just recently he has been able 
to acquire Government-owned excess furniture and office equipment for the 
expansion joint venture offices having acquisition cost of almost $8,000, at no cost 
to CSA other than local hauling and cleaning. This furniture would probably 
have been lost to GSA if it had not been for Mr, Slaughter’s alertness. Much of 
the furniture and office equipment in NPC’s office has been acquired in this same 
manner. This is a minor example, but the saving almost equals his annual 
salary. 

Many of the requisitions and procurement subcontracts reviewed by Mr. 
Slaughter involve over a million dollars. While these require committee ap- 
proval, Mr. Slaughter’s comments and recommendations permit more prompt 
consideration and action by the committee. His administration of the commit- 
tee’s personnel policies, travel policies and procurement policies have saved mucn 
money for the Government and has kept the NPO office in New York on a good 
commercial basis. Presently, he is coordinating the procurement and shipping 
of large amounts of Government surplus property acquired by this committee 
for the expansion project. This activity alone could well justify a full time 
position. 

2. Project engineer (expansion), GS-13—Mr. Carl T. Linderholm.—All of the 
expansion design-engineering and most of the material and equipment procure- 
ment, expediting and shipment for the expansion project will be performed in 
New York. Equipment purchases alone will probably exceed $20 million. 

The design-engineering work includes many areas in which potential improve- 
ments over the existing processes and equipment must be studied as to the tech- 
nical sufficiency and the costs, both initial and operating. Final decisions on 
these matters are of vital concern to the Government and it is essential that a 
qualified GSA engineer be available to participate in the considerations and dis- 
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cussions of these matters, and to perform close liaison between the various con- 
tractors and the consulting engineers. This teamwork is operating very ef- 
fectively at present and material improvements in plant layout, and in equipment 
selections have already resulted from it. 

The architect-engineer subcontractor estimates that the expansion plans will 
run to over 1,800 drawings. These, plus several hundred pages of specifications, 
must be reviewed for completeness and technical sufficiency by the project en- 
gineer, before approval. Those affecting metallurgical and other operational 
processes will be reviewed by the consulting engineers and their recommendations 
obtained prior to approval. 

Procurement requisitions and purchase orders, ranging from $500 to several 
million dollars, must also be reviewed for adequacy of specifications, fair com- 
petition, appropriate geographical distribution of business, and conformance of 
prices to preestablished cost-control schedules. 

We propose to fill this position by the transfer of Mr. Ralph Hallett from 
the NIR Division, PBS, Washington, after Mr. Linderholm is transferred to 
Nicaro. Mr. Hallett is a well qualified engineer who is completely familiar 
with Government policies and procedures, including procurement. The vacancy 
in NIR Division will not be filled unless there is a material increase in work- 
load. 





OFFICE MEMORANDUM 
May 13, 1955. 
To: The Administrator 
From: Chairman, Nickel-Graphite Committee 
Subject: Nicaro Nickel Production 
Both total production and nickel recovery at Nicaro have improved materially 


in the past 2 months, after rather poor showings in January and February. The 
following data portrays this: 


Pounds 
Jawtiany: ‘peo@ucetn i! te oie be lind ace eee eed 2, 284, 775 
Foprmaty  pregertitt.. 2. on ek nine eee 2, 162, 083 
Marel produceuet. 2 2 ken Sie eR eek 2, 604, 481 
April product®0ti sc) cis se sine ee eee 2, 586, 108 


Both March and April exceed an annual rate of 30 million pounds, with an 
average for the 4 months at an annual rate of 28,758,324 pounds. 

Recoveries in April were 79.54 percent of available nickel plus cobalt, as an 
average of 75.75 percent for the 4 months. Through April we have produced a 
total of 84,213,822 pounds of nickel plus cobalt. It is also interesting to note 
that up to March 31 we paid a total of $5,487,162 in royalties on our ore. 


J. P. PINKLEY. 


CORRESPONDENCE RELATING TO THE SELECTION OF SNARE-MERRITT 


JANUARY 18, 1954. 
THE NATIONAL LEAD Co., 


111 Broadway, New York 6, N. Y. 
(Attention: Mr. H. C. Wildner, vice president.) 


GENTLEMEN: It is the intention of the Government to contract with the Na- 
tional Lead Co. for the purpose of expanding the Government’s nickel oxide 
producing plant at Nicaro, Oriente Province, Cuba, to increase the production 
capacity of the plant by 75 percent of its present capacity. In pursuance of 
this intention, it is contemplated that National Lead Co. will subcontract for 
the engineering plans, specifications and design of the expanded facilities, and 
also for the construction of the required facilities. 

You are authorized and requested to canvass for interested persons, firms, and 
corporations, competent in your estimation, to undertake and perform the design 
and construction of the expanded facilities. In judging of the qualifications of 
such contractors, consideration will be given to their facilities and special 
abilities for the performance of work in the Republic of Cuba, and also to their 
past experience in engineering and construction in Cuba, and to the extent pos- 
sible at the Nicaro plant. 

In soliciting offers to contract for the engineering designs, plans and specifica- 
tions, you are authorized to require the contractor to include such supervisory 
or consultant services with respect to construction as you may consider necessary. 

67332—55——10 
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You will please submit to us the names and addresses of interested con- 
tractors, together with your recommendation for letting such contracts, and 
with such information with respect to each contractor as will enable us to 
evaluate the factors on which your recommendations are based. 

This letter conveys no authority to contract. Such authority will be granted, 
in writing, after receipt and consideration of your recommendation. 

Very truly yours, 
J. P. PINKLEY, 
Chairman, Nickel-Graphite Committee. 


NATIONAL LEAD Co. 
INFORMATION DESIRED FOR CONTRACTOR EVALUATION 


NIcCARO EXPANSION 


Corporate name 
a en macs n aaeiendn Sean 
Contact official : 
I ai 5 ie Bcc re ee 
RDO cs aor cesiceniesssiocnsin lina tt loa is 


The project includes the installation of 3 rotary kilns, crushers, and ball mills, 
ground ore storage silos, 9 Hereshoff furnaces, coolers, mix tanks, pumps, and 
lines, ammonia recovery system, precipitation equipment, dewatering filters, 1 
rotary calciner kiln and related equipment. The existing boiler and power gen- 
eration station must be expanded. In general, the type of equipment installation 
is similar to that commonly used in a hydrochemical process. 

Please supply the following information: 

1. List your construction activities during the past 5 years by jobs of similar 
nature. Indicate total cost, location, and construction period. 

2. What percentage of your business is represented by hydrochemical or indus- 
trial construction? 

3. What is your present workload? 

4. Have you been engaged in major construction work in Cuba? 

5. What is the date of your last project in Cuba? 

6. Are you currently approved or have you authority granted by the Cuban 
Government to engage in construction activities in Cuba? 

7. Do you have qualified personnel available for construction activities within 
2 months? It is essential that all construction employees except possibly top 
supervision be native Cubans. Do you have a Cuban organization functioning? 

8. Information relative to your purchasing and expediting organizations is of 
interest. State your annual purchase volume, the number of qualified buyers 
available for assignment, and your experience in export trade. 

9. This project will be undertaken using Federal Government funds. Cost con- 
trol, accounting, allowable expenses, fees, etc., must be in conformance with Fed- 
eral regulations. All expenditures are subject to and will be checked by Govern- 
ment auditors. Please list projects undertaken for governmental agencies within 
the past 5 years. 

10. The contractor will function under an agency-type contract with all con- 
struction costs reimbursable at actual out-of-pocket costs. A fixed fee is to be 
negotiated as soon as the contractor is familiar with the scope of work. The fee 
will not be altered except for major changes in scope. 

11. The contractor must be in position to undertake at least 80 percent of the 
work firsthand. It is understood that some specialized jobs may require the use of 
a subcontractor. Utilization of subcontractors will be subject to owner’s ap- 
proval. 

12. The contractor must show evidence of financial stability. A $5 million bond 
will probably be required. 

13. Please reply within 10 days to A. V. Bender, chief engineer, National Lead 
Co., 111 Broadway, New York 6, N. Y. 
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FREDERICK SNARE Corp., 
New York 7, N. Y., January 29, 1954. 
Mr. E. F. MANSURE, 
Administrator, General Services Administration, 
19th and F Streets NW., Washington, D. C. 


Deark Mr. MANSURE: In accordance with your suggestion and supplementing 
our letter of January 4, 1954, we take pleasure in submitting herewith a brief 
statement relative to the qualifications of our company which, in our opinion, 
should justify the award to it of the contract for the proposed expansion of the 
Nicaro nickel plant. 

Our corporation has been functioning since 1900, and 2 years later we under- 
took our first contract in Cuba. Since that date we have continuously main- 
tained an office there, completing throughout the island of Cuba over 700 con- 
tracts, many of them running high into the millions. As a natural result our 
activities have gradually expanded to take in practically all of Latin America, 
where we have to a large extent relied on Cuban supervision and skilled workmen 
to supplement and train local labor in the various trades. 

Our organization in Cuba is unique. It is directed by Mr. Manuel Gamba, a 
citizen of Cuba, educated in Spain and the United States, a graduate of Columbia 
University, an architect and engineer of the best standing, and a man highly 
regarded professionally and socially. 

Mr. Gamba has been active with us since 1921, and starting with 1927 has 
been in full charge of the Havana office, becoming vice president in 1944. He 
has been intimately associated with Nicaro even before 1942 when the original 
construction started, and it was under his close supervision that literally starting 
from a beachhead, the project was completed in 21 months in spite of war con- 
ditions. He headed up our team on the investigation and report made for you 
on the rehabilitation, continuing throughout the rehabilitation work itself. 

We have agreed to place in charge of all fieldwork on the extension, Mr. A. A. 
Chamberlain, an American citizen of Latin parentage, graduate of Rensselaer 
Polytechnic Institute and since 1934 one of our best construction superintendents 
and project managers. Mr. Chamberlain had charge of all field work on the 
original Nicaro plant, as well as on the rehabilitation. He has an intimate 
knowledge of the plant as well as all details of its construction, maintenance, 
and operation. With him will be a team of our trusted employees, with one or 
two exceptions all Cubans, most of them veterans of both the above-mentioned 
projects, including mechanical, electrical, and civil engineers, superintendents, 
accountants, foremen, and skilled labor. 

The chief consideration that will govern all work on the extension, is the 
requirement that possible interference with the production of nickel must be 
kept at an absolute minimum. The best assurance we can give you on this is 
based on our long and intimate knowledge of all the details and history of the 
plant, and the valuable experience in application of this knowledge during the 
rehabilitation project, when from January 1952, when we placed 4 furnaces 
in operation, we continued the rehabilitation work without interruption until 
6, 8, 10, and finally in July 1952 all 12 furnaces were in full production. During 
this period also we continued to be responsible for the maintenance of all operat- 
ing units. Incidentally we believe that due to our familiarity with the existing 
plant, we might be of service to your engineers in planning the expansion, par- 
ticularly with a view to reducing interferences and making possible the orderly 
incorporation into the plant of all the new units that will ultimately function 
with it, without causing more than an irreducible minimum of lost production. 

As we see it, the requirements that should be considered in the selection of the 
contractor to assume responsibility for the purchase of equipment and all field- 
work involved in this undertaking, could be summarized about as follows: 

1. A capable main office organization in Havana, familiar with Cuban law, 
all the problems of liaison with the Government, labor requirements, import 
regulations, transportation facilities, etc. 

2. A trained field organization headed by high-grade technical engineers and 
superintendents, backed by experienced foremen and skilled workmen of all 
trades. 

3. Thorough knowlegde of the language, people, and customs. 

4. Familiarity with handling Cuban labor and maintenance of friendly 
relations. 

5. Intimate knowledge of the plant site. 

6. Knowledge of subsurface conditions, including soils and buried installations. 


7. Intimate knowledge of the existing plant, its construction, operation, and 
maintenance. 
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8. Knowledge of local materials. 

9. Familiarity with Cuban customs regulations and procedure, and the con- 
fidence of their officials in the integrity and methods of the contractor, 

We believe that the problem of carrying to a successful conclusion the plan- 
ning, scheduling, and execution of this highly technical and extremely complex 
undertaking would be a challenge to any organization, even if it were located in 
the United States. Actually located in Cuba and subject to their laws, it must 
be handled by Cuban labor, and the number of Americans who could be brought 
in would be limited to a very small number of such technicians as are not avail- 
able in Cuba. On the rehabilitation contract, out of a total of over 2,000 men 
employed, we had on the project only 3 Americans, all of whom spoke perfect 
Spanish. We would expect to conduct the extension project on about the same 
basis. To us this is the normal way to operate and, incidentally, it means a very 
substantial saving in total costs. 

We believe the above will give you the essential facts, but if further informa- 
tion is required, please feel free to call on us. We are completely at your 
service. 

Respectfully yours, 
RANDALL CREMER, 
Eerecutive Vice President. 


FEBRUARY 8, 1954. 
Mr. RANDALL CREMER, 
Executive Vice President, 
Frederick Snare Corp., New York, N.Y. 

DEAR Mr. CreEMER: Your letter of January 29, 1954, and the information you 
furnished relative to the qualifications of your organization to perform the con- 
struction under the plant expansion project at Nicaro, Cuba, were very much 
appreciated. 

I also enjoyed your recent visit and our discussions of the project and of the 
Nicaro plant in general. 

As you know, we have assigned the responsibility of evaluating the qualifica- 
tions of various interested contractors to the National Lead Co., 111 Broadway, 
New York, N. Y., and we have, therefore, forwarded a copy of your letter to them. 
You will undoubtedly hear from them shortly regarding any further information 
they may require. 

Sincerely yours, 
EDMUND F. MAnsure, Administrator. 


NATIONAL Leap Co., 
New York 6, N. Y., May 14, 1954. 
Mr. EpMuND F.. MANSURE, 
Administrator, General Services Administration, 
General Services Building, Washington 25, D. C. 


DeaR Mr. MANSURE: We are just about ready to come up with our recom- 
mendation with respect to a contractor for construction of the expanded facilities 
at Nicaro, in accordance with our contract with your agency dated April 30, 1954. 

We understand that you are out of the city this week and must, therefore, 
postpone our conference on the subject until the early part of next week. I shall 
take the liberty of telephoning your office Monday for an appointment. 

Very truly yours, 
H. ©. Wirpner, Vice President. 


CONTRACTORS SUBMITTING QUALIFICATIONS FOR NICARO EXPANSION PROJECT 


Frederick Snare Corp. 
Merritt-Chapman & Scott 

Raymond Concrete Pile Co. 

Stone & Webster Engineering Corp. 
Tecon Corp. 

J. G. White Engineering Corp. 

The Austin Co. 

Purdy & Henderson Co. 

B. Perine, Inc. 

F. H. McGraw & Co. 
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Maceo-Pan Pacific Co. 

Tidewater Construction Corp. Joint venture 
Grove, Shepherd, Wilson & Kruge, Inc. 

Kaiser Engineers 

J. A. Jones Construction Co. 

Green & Just, Chicago 

Baltimore Contractors, Inc. 

John J. Harte Construction Co. 

Utah Construction Co. 

J. A. Uttley 


NATIONAL LEAD Co. 
New York 6,N. Y., May 14, 1954. 
Mr. J. P. PINKLEY, 
Chairman, Nickel-Graphite Committee, 
General Services Administration, Washington 25, D. C. 


DeaR MR. PINKLEY: AS you know, under our contract with General Services 
Administration covering expansion of the Nicaro plant, we are to suggest the 
name of a construction contractor by May 15. 

I have just learned that we are now about to commence negotiations relative 
to our labor contract for the next year or two and, in view of this situation, 
we believe it may be prudent to delay suggesting the name of a construction 
contractor until said negotiations are concluded which, I am advised, should 
he within the next week or two. Your comments would be very much 
appreciated. 

Meanwhile, we would like to advise you that we have narrowed the field 
of candidates for construction contractor to four in number whose previous experi- 
ence, we believe, qualifies them for consideration. They are: 

(1) Merritt-Chapman & Scott Corp. 
(2) Raymond Concrete Pile Co. 

(3) Frederick Snare Corp. 

(4) Stone & Webster Engineering Corp. 

We have intentionally listed them alphabetically because we have not yet 
finally decided on the one we shall name. 

Very truly yours, 
H. C. Wiupner, Vice President. 


MIAMI, FLA., June 16, 1954. 
lion. EDMUND F.. MANSURE, 
Administrator, General Services Administration: 


Just talked with Cuba long distance. Am informed you are about to decide 
Nicaro Cuban contract. Hope urgently expressed that Frederick Snare Corp. 
be favored; they enjoy the confidence of Cuban Government and all concerned 
in Cuba. Hence selection Frederick Snare will meet with popular and genuine 
Latin American approval. Be advised also all requirements Atomic Energy 
Commission being complied with. 

Regards. 

Gen. A. F. LORENZEN. 


DEPARTMENT OF STATE, 
Washington, June 18, 1954. 
Hon. EpMUND F. MANSURE, 
Administrator of General Services. 


Dear Mr. MANsvrE: Ambassador Gardner telephoned me on June 9 from 
Habana, to express the hope that the award of the contract to carry out the 
expansion of the United States Government-owned nickel plant at Nicaro, Cuba, 
under the general direction of the National Lead Co., could be made as soon as 
possible. He said that the Cuban Government had been counting on this expan- 
sion work to help Cuba get through the critical period of unemployment follow- 
ing a sugar-grinding season which has been shortened this year as a result of 
severe curtailment of sugar production. 

You will recall that Ambassador Gardner telegraphed in January and February 
of this year, in connection with your announcement of the Nicaro expansion 
program, to express the opinion that knowledge of and experience in the foreign 
country, as well as the possession of a foreign organization, are important 
considerations in the selection of a contractor for the Nicaro expansion. These 
telegrams were forwarded to the General Services Administration for your 
attention and were helpful in the determination made by National Lead under 
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your direction of criteria for the evaluation of the qualifications of interested 
contractors. I believe the Ambassador’s recent communication based on his 
estimate of the situation in Cuba, will also be of interest to you. 
Sincerely yours, 
Henry F. Hoiianp, 
Assistant Secretary. 


[Translation] 


JUNE 19, 1954. 
Letter from: Mr. Juan E. Hoyo, Apartado 3018, Habana, Cuba. 
To: Mr. Leon G. Juresco, Gladstone Hotel, New York City. 


My ESTEEMED FRIEND: I refer to your kind letter dated the 17th instant with 
reference to the request of favor which I made to General Lorenzen to recom- 
mend the Frederick Snare to Mr. Mansure. 

The matter is explained as follows: 

The Frederick Snare is the company of engineers who realized the construction 
work for the Nicaro in their present plant. The vice president of this company 
is Engineer Manuel Gamba of whom I talked to you at the beginning of our 
relations to obtain the insurance for la Consolidada, because they being the 
contractors who had the greater possibilities to obtain the new contract for the 
expansion of the present plant of the Nicaro, in accordance with the credit of 
$48 million, that for such expansion the American Government had granted, it 
was, very promising for our end (that of getting the insurance) to count with 
the help of the contractor, because Mr. Gamba, the vice president of the said 
company, is an old and excellent friend of myself, and we would not have any 
difficulties on that part. 

I understand that American political interests have been mobilized to influ- 
ence in favor of other American construction firms so as to obtain for them 
the expansion contract of Nicaro. The mere knowledge of this has given occasion 
for disagreeable gossip regarding the American Government, as they think, with 
reason, that there are no motives to deprive the Frederick Snare of being the 
ones to carry on such work, as they have faithfully performed their duty with 
the American Government as well as with the laborers and other personnel 
which has intervened on the work previously done. 

It is also stated that the assumed American company which the American 
political interests wish to help, is a company which has failed, and that they 
have introduced some of those politicians as an injection of life (please remember 
the Warren when during the Machado regime constructed the Central Road). 
Carlos Miguel de Cespedes bought the shares of the Warren which were worth 
nothing, and with this skeleton took advantage of his influence as Secretary of 
Pubiic Works which he was at that time, to obtain the contract of the Central 
Road which, as you know, started the protest which in the end brought as a 
consequence the fall of Machado and the repudiation of the bonds which were 
issued for the payment of the construction of the said Central Road, which thanks 
to the steps taken by the American Government were obliged by the government 
of Batista during its first stage. 

On requesting as a favor from General Lorenzen to intercede with Mr. Man- 
sure so that justice would be made to the Frederick Snare, I did so because we 
know of the good intentions that General Lorenzen has taken to heart in favor 
of Cuba and to render a service to the American Government by pointing out 
what may result on a false step, selecting construction firms without any ties 
in force in Cuba at present, and without having taken root among the Cuban 
laborers. 

You must have read in the press the unanimous protest of all the Cuban people 
against some Senators or Representatives of the United States of America who 
intend to modify the present sugar law to reduce the quota to Cuba and increase 
Same to the American sugar beet growers and to Puerto Rico. They forget that 
for each dollar that we receive in payment of the sugar purchased from us by 
the United States, we invest in American articles $0.75, and that our pesos are 
returned with excess acquiring radios, refrigerators, electric irons, etc., etc., and 
that the amount of Cubans who visit Miami to spend their vacation return to 
Cuba with the bare ticket, strictly. 

It is for this, friend Leon, that I have appealed to the understanding and 
nobility of the general so that once more he may help Cuba, which will also 
help us in the insurance matter, and who knows what other benefits this will 
report to us. 
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If you could obtain some private information which will reflect in favor of 
whom Mr. Mansure is inclined for the contract of Nicaro, I will appreciate it 
very much. 

Please express to the general my gratitude for his gracefulness in attending 
to my request asking justice for the Frederick Snare. 

And to you also my best thanks, and the affection of your affectionate friend, 
at your service, 

JUAN E. Hoyo. 


NATIONAL LEAD Co., 
New York, N. Y., June 30, 1954. 
Mr. E. F. MANSURE, 
Administrator, General Services Administration, 
Washington, D.C. 

DEAR Mr. MANSURE: In accordance with the contract between General Services 
Administration and National Lead Co., dated April 30, 1954, and article IV 
thereof, we recommend the employment of Merritt-Chapman & Scott Corp. as 
the constructor for the contemplated 75 percent expansion of the Nicaro nickel 
facility, holding them responsible for the satisfactory and timely completion of 
the work. 

To the extent practicable, we suggest that Merritt-Chapman & Scott enlist the 
assistance of the Frederick Snare Corp. in the construction work, but that Mer- 
ritt-Chapman & Scott serve as prime contractor to the National Lead Co. and, 
therefore, retain full responsibility. Our reasons for recommending the em- 
ployment of Merritt-Chapman & Scott are as follows: 

1. The National Lead Co., during the course of its investigation for suitable 
constructors, submitted questionnaires and received replies from 22 companies. 
That number was narrowed down to six organizations, all of whom, we believe, 
capable of completing the work assignment. After a thorough evaluation of 
the various organizations, in our opinion, the Merritt-Chapman & Scott Corp. 
ranks first in overall project experience and qualifications. They have adequate 
and experienced personnel available for assignment to this project, and they 
have available workload capacity to fullfill the requirements of this job. 

2. Merritt-Chapman & Scott have just recently completed their assignment at 
Goose Bay Labrador Airbase, and a check of work undertaken by them in the 
last 5 years reveals that they have installed facilities for private chemical 
companies totaling approximately $27 million. In addition to this their work 
in the paper field, which is closely allied to the type of work which would be 
encountered at Nicaro, totals about $83 million. 

3. Current and recent projects undertaken for the Federal Government show 
a total contract volume of approximately $156 million. 

4. During the past year, Merritt-Chapman & Scott have made purchases total- 
ing over $100 million. Of this amount $39 million worth was shipped to Goose 
Bay, Labrador. 

5. During discussions with their representatives, they have expressed a desire 
and willingness to undertake the Nicaro project under a fixed-fee agency-type of 
contract. While the fee for this work has not been fixed definitely, a preliminary 
fee of $940,000 was indicated. A final figure will be developed after the full 
scope of work, and cost thereof, are clearly understood by Merritt-Chapman & 
Scott. 

Our reasons for enlisting the assistance of Frederick Snare Corp. for this 
project rest chiefly with the following: 

1. Frederick Snare Corp. have been associated with the Nicaro facility for a 
number of years, having recently completed the rehabilitation program, pilot 
plant, and, more recently, the sintering plant. 

2. Unquestionably, Frederick Snare Corp. can contribute some experienced per- 
sonnel and know-how to the project. These people, when used in conjunction 
with the Merritt-Chapman & Scott organization, should result in a well-rounded 
aggressive construction group. However, in our opinion, Frederick Snare Corp. 
are not as adequately staffed at the supervisory, purchasing, and expediting level 
as Merritt-Chapman & Scott Corp. 

In view of the above, we hereby solicit your approval to employ the services 
of the Merritt-Chapman & Scott Corp. and initiation of contract negotiations 
with that concern. We believe it extremely important to have the constructor 
undertake work in the near future; accordingly, should you approve our recom- 
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mendation, we further request that we be permitted to enter a letter-of-intent 
agreement with Merritt-Chapman & Scott Corp. so as to assure an early starting 
date. 
Yours very truly, 
H. C. WILDNER, Vice President. 


JULY 8, 1954. 
Mr. H. C. WILDNER, 
Vice President, National Lead Co., 
111 Broadway, New York 6, N. Y. 

Dear Mr. WitpNer: Your letter of June 30, 1954, made certain recommenda- 
tions for the selection of the constructor, in compliance with article IV of 
contract No. GS—00-B(D)-1516, between the Government and National Lead Co. 

The Government is unable to concur in your recommendations, and therefore 
request that you nominate an alternate constructor. 

Very truly yours, 
J. P. PINKLEY, 
Chairman, Nickel-Graphite Committee. 


NATIONAL LEAD Co., 
New York 6, N. Y., July 23, 1954. 


Re Nicaro expansion : Your letter of July 8, 1954. 


Mr. J. P. PINKLEY, 
Chairman, Nickel-Graphite Committee, 
General Services Administration, 19th and F Streets NW., 
Washington 25, D. C. 

Dear Mr. Prnxtey: After further consideration of the selection of the con- 
structor for the expansion of the Nicaro nickel facility, it is our recommendation 
that the expansion program be undertaken as a joint venture employing the 
services of the Frederick Snare Corp. and the Merritt-Chapman & Scott Corp., 
who will combine their efforts and personnel to set up a separate organization 
which will function under the direction of, and be responsible to, National Lead 
Co., all in accordance with our contract with General Services Administration. 
This organization will undertake the purchase of materials and equipment; 
arrange for traffic movements to Cuba; assume responsibilities for plant security, 
material control, field construction, accounting, and other miscellaneous work 
which we normally assign to a constructor. 

We are completely satisfied as to the merits of the respective organizations and 
their ability to undertake the project. The feasibility of such an arrangement 
has been discussed with representatives of the two companies involved, and they 
have expressed a willingness to function under such a joint venture. 

To facilitate an early commencement of the construction phase of the expansion 
program, we are in a position to release to the constructor a letter of intent in 
lieu of a formal contract. This letter of intent is substantially the same as that 
submitted by you on July 19. Minor modifications have been reviewed with your 
counsel and we are now in agreement on the present letter form. 

Your early approval of our selection of a constructor will permit our release 
of the letter of intent. Development of a suitable formal contract will follow 
shortly thereafter. 

Very truly yours, 
H. C. WiipNer, Vice President. 


JuLyY 26, 1954. 
Re Nicaro expansion project. 
Mr. H. C. WILpNER, 
Vice President, National Lead Co., 
111 Broadway, New York 6, N. Y. 


Dear Mr. WitpNer: Your letter of July 23, 1954, recommends employing the 
firms of Frederick Snare Corp. and the Merritt-Chapman & Scott Corp. in a 
joint venture to perform the functions prescribed for the constructor in your 
prime contract with this Administration dated April 30, 1954. 

In order to facilitate an early commencement of the construction phase, you 
also propose to enter into a letter-of-intent agreement with these firms jointly 
pending the negotiation of a formal contract. 
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We understand that the two above-named construction firms are working out 
an agreement with respect to the manner in which this work is to be performed 
and the part to be played by each firm. 

This Administration concurs in your recommendations with respect to both 
the selection of the firms comprising the constructor and the manner of con- 
tracting. It is understood, of course, that the letter of intent and the operating 
agreement between the companies will be subject to review and approval by this 
Administration prior to becoming effective. 

Please keep us informed of your progress in this matter. 

Very truly yours, 
J. P. PINKLEY, 
Chairman, Nickel-Graphite Committee. 





CORRESPONDENCE RELATING TO ROYALTY PAYMENTS 


Freeport SULPHUR Co., 
New York 17, N. Y., May 19, 1953. 
Mr. EpMuNnD F. MANSURE, 
Administrator, General Services Administration, 
Washington, D. C. 

Dear Mr. ADMINISTRATOR: I greatly appreciate the opportunity of talking 
with you in Washington yesterday and am grateful to you for taking the time 
to discuss with me various matters pertaining to the operation by your agents 
of our property at Nicaro, Cuba. Among other things that we discussed was 
the question of the payments that you are making to us for the use of our ore, 
and in accordance with our understanding I am writing you this letter. 

Under date of January 19 I received a letter from Mr. Jess Larson, at that 
time Administrator of GSA, referring to the payments being made to Nicaro 
Nickel Co. for its ore and requesting a meeting to discuss this subject. On 
March 5 I addressed a reply to Mr. Russell Forbes, Acting Administrator of 
GSA, in which I stated: 

“In Mr. Larson’s letter he told me that he would like to talk with me about 
payments being made to the Nicaro Nickel Co. by the Government for ore taken 
from our mines. While I am glad to come down and discuss this matter with 
GSA I feel that it is important that my willingness to discuss it should not be 
misunderstood. My attitude has always been that if at any time people with 
whom we do business feel that the terms are not satisfactory we are glad for 
them to tell us so and to receive with an open mind what they have to say. 
There have been times in the past where we have adjusted binding contracts 
because the circumstances changed and the contracts seemed to become unfair. 
The Nicaro contract is in my opinion not in that category. I do not feel the 
terms are too high, or unusual, or unfair in any way. However, if your repre- 
sentatives feel that they are I hope that they will tell us why they think so. I 
want to make it clear that I consider the present terms to be entirely fair and 
reasonable and to compare favorably from the Government’s standpoint with 
payments customarily made in the mineral industry. I hope that my willing- 
ness to come to Washington to discuss the matter will be understood as repre- 
senting an attitude on my part of wanting to accede to the Government’s request 
for such a discussion and not as an implication that I feel the terms are unfair.” 

I went to Washington for this meeting, which was held on the 10th of March, 
and met with Mr. W. E. Reynolds, Mr. C. D. Williams, Mr. L. E. Nelson, and 
Mr. Fredell of DMPA. Mr. Reynolds presided but stated that he had only 
recently assumed responsibilities in connection with Nicaro and accordingly re- 
lied on Mr. C. D. Williams to lead the discussion on the part of the Government. 
I requested Mr. Williams to state the reasons for the position repeatedly taken 
by representatives of the Government that they felt the Nicaro payments were 
too high. Although I tried a number of times to get specific statements backing 
up this position of the Government, I was unable to do so. Mr. Williams’ posi- 
tion was that people he considered experts had told him that they thought the 
payments were too high. I thereupon undertook to explain why I felt that the 
Nicaro payments were not high, unusual, or unfair in any way. 

As you probably know, royalty arrangements in the mining business are based 
on factors affecting the particular property to be leased. There are no general 
rules that apply, since richness of ore, location relative to the mill, extent of 
deposit, value of metals contained in the ore, and recovery efficiency vary widely, 
particularly in the case of different types of recovered metals. 
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The contract between Freeport’s subsidiary, Nicaro Nickel Co., and the Gov- 
ernment was negotiated with Mr. William L. Clayton of Anderson, Clayton & 
Co. who, at the time, was with RFC and conducting a great many similar nego- 
tiations for the Government. Mr. Clayton proposed the terms of the arrange- 
ment under which the Nicaro property was to be developed, using as a formula 
the terms of a copper contract he had just made on behalf of the Government. 

The terms of the Nicaro contract with the Government in brief provide that 
the Government is to have the right to take ore from the Nicaro property and 
to pay Nicaro Nickel Co. 2144 cents per pound of nickel contained in the ore plus 
eight one-hundredths of a cent for each cent by which the market price exceeds 
30 cents a pound. The market price is taken to be the price of refined nickel 
f. o. b. Pittsburgh. The present f. 0. b. Pittsburgh price is 60.8 cents per pound 
which means that the present rate is 4.964 cents per pound. 

Nickel Processing Co. has made the claim that it will produce 31 million 
pounds of nickel per year from 1,300,000 tons of ore containing 1.45 percent 
nickel, which is equivalent to an overall recovery of 82.2 percent. On this basis 
the payments on the nickel would be equivalent to 6.04 cents per pound of nickel 
recovered, or 9.9 percent of the f. o. b. Pittsburgh price for electrolytic nickel. 
In my experience a payment amounting to approximately 10 percent of gross 
is not considered in any way an unusual royalty in the mineral industry. 

For example, the normal royalty for oil, which is by no means so scarce or so 
valuable as nickel, is one-eighth or 12% percent of the gross. However, deals 
are often made providing for considerably higher royalties. We ourselves have 
made deals in oil providing for as much as seventeen sixty-fourths, or 26.6 
percent. 

All of our sulfur contracts provide for royalty arrangements which work out to 
be, in effect, several times 10 percent of the gross, and sulfur of course is not 
nearly so scarce nor so valuable as nickel. We often agree to pay on such terms 
even before the sulfur is found—which is quite different from paying a royalty 
in a case where somebody else has found a deposit and spent his own money to 
prove the quantity and grade of the ore. We make such deals, spend large sums 
on exploration, and more often than not find nothing. When we made the Nicaro 
contract, the ore body was already proven. 

During World War II, bauxite royalties in Arkansas ranged from as low as 
40 cents per ton on low-grade ore which sold for $4 per ton to as high as $1.25 
per ton on high-grade ore which sold for $8 to $9 per ton. Percentagewise these 
royalties are in the range of 10 to 15 percent of the sales value of the ore. More 
recent bids received by the State of Arkansas for leases on public lands offer 
bauxite royalty rights of between $1.55 and $1.86 on high-grade ore having a mar- 
ket value of $7 to $8 per ton. Percentagewise these rates are over 20 percent 
of the market value of the ore. 

It would seem that, because of the relative scarcity of nickel as compared to 
the general abundance of iron, royalties for iron ore would be substantially less 
than for nickel. This, however, is not the case. The usual royalty on open pit 
iron in the Lake Superior region is from 25 to 35 percent of the f. o. b. mine 
price. Good ore of 50 percent iron content is worth about $4 per ton, and the 
royalty rate on open-pit ore is, therefore, equal to $1 to $1.40 per ton of ore. 

The Government has been paying us $1.31 per ton for the material taken from 
our mine. This payment is based on the nickel content only. However, the 
Government is now throwing away material averaging about 45 percent iron. 
In addition the material contains cobalt and other minerals. The Government 
has announced that it has under way plans for research and experimentation 
looking to the recovery of the iron and cobalt. In a press release dated Sep- 
tember 14, 1952, Mr. Larson referred to an estimated goal of 1,200,000 pounds of 
cobalt. At present market price this would be worth $2,880,000. For these 
minerals we would receive no payment whatever. 

At our meeting with the GSA representatives on March 10, the suggestion was 
made that the payments to us for our ore should in some way be related to what 
Nicaro Nickel Co. had paid for the property. Our cash investment in the property 
is substantial. In addition we have contributed to the Government without pay- 
ment more than 3 million tons of ore during the previous period of operation. 
More importantly however it should be remembered that we have made sub- 
stantial contributions of time, thought, skill, research and the know-how of an 
experienced and competent organization which are entitled to substantial re- 
wards. The fact is, however, that neither acquisition costs nor our contributions 
have anything whatever to do with the determination of what would be proper 
payments for ore in connection with such a mineral venture. I would like to 
cite the example of one of the royalties which we are paying at Grande Ecaille, 
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our principal sulfur mine at the present time. One hundred and twenty-seven 
one hundred and fiftieths of the mineral rights on the land area at that property 
are owned by the heirs of Ernest Cockrell. Cockrell bought the land in 1927 
and had made a contract to sell the surface at a profit, reserving the minerals, 
before he even purchased the land. As a result, he acquired the mineral rights 
at less than no investment and then leased them to Gulf Refining Co. who leased 
them to us. In the year 1952 the sulfur royalty which Cockrell had reserved 
in his lease to Gulf, and which Freeport paid to Cockrell’s heirs, amounted to 
$1,042,336.92. It would never have occurred to Freeport that we would be en- 
titled to ask for a lower royalty because the amount paid was large in relation 
to Cockrell’s original investment. 

I could cite examples of this kind ad infinitum, but I feel sure you realize 
that this point has no substance. 

It is particularly difficult to understand the statement contained in Mr. Larson’s 
letter of January 19, 1953, to the effect that he considered the payments made to 
us as excessive, because only 3 days earlier he had concluded a contract in which 
the Government agreed to pay Hanna Coal & Ore Corp. 20 cents per pound of 
contained nickel on ore taken from the Riddle property in Oregon and analyzing 
1.5 percent nickel. Freeport once held a lease on this property and we have 
some familiarity with it. This royalty would amount to $6 per ton on ore 
containing 1.5 percent nickel. Our engineers estimate that Hanna’s total cost 
of mining the ore and delivering it crushed and ground would be about $2 per 
ton. The net payment to Hanna, accordingly, would be $4 per ton. The present 
payment to Nicaro for the ore presently being taken from our properties, as I 
have said, is $1.31 per ton. 

The Government representatives have managed to convey the impression that 
in some way Nicaro is working a hardship upon the Government by causing it 
to make these payments for the use of our ore in its plant. I think it is fair to 
mention that Mr. Larson elected to make an arrangement for the Government 
to operate this plant and make these payments rather than to lease it to A. S. 
and R. and ourselves who were prepared to operate it for our own account and 
risk. If the latter had been done, in accordance with the expressed intention of 
the Government that the property should be operated by private operators in- 
stead of by the Government, no ore payments of any kind would be made by the 
Government. One of the reasons advanced by Mr. Larson for entering into 
the present arrangement for operation of the property was that under this ar- 
rangement nickel would be delivered to the United States Government at a lower 
cost than under the arrangement proposed by A. S. and R. 

Among other provisions of the arrangement which I entered into with Mr. 
Clayton in February 1942 was the provision that Nicaro could pay no dividends 
as long as the preferred stock owned by the United States Government was out- 
standing. $500,000 of this preferred stock has been retired but $600,000 remains 
outstanding. The net result of Freeport’s efforts in connection with the Nicaro 
project therefore is that we have risked our capital, haye worked on the proj- 
ect for many years, devised the process, made available our patents, designed 
and constructed the plant, operated it successfully for the Government during 
World War II, delivered without any payment more than 3 million tons of ore, 
prepared at cost the report for the rehabilitation of the plant incorporating new 
ideas for the improvement of operations, and to date have received not one 
single cent of reward. The Government has publicly referred to the payments 
to us as exhorbitant but so far no one has undertaken to say why they are con- 
sidered exhorbitant. I hope you will understand why I think they are not. 
If, after reading this letter, you consider that my position is unreasonable in any 
way or if you have any question of any kind, I shall greatly appreciate your giv- 
ing me an opportunity to discuss the matter with you. 

Sincerely yours, 
LANGBOURNE M,. WILLIAMS. 


OFFICE MEMORANDUM 
Date: June 4, 1953. 


To: Edmund F. Mansure 
Administrator, GSA. 
From: Clarence A. Fredell 
Acting Director, Foreign Expansion Division, DMPA. 
Subject : Royalties on Nicaro ores. 
The Government contract with the Nicaro Nickel Co. (Freeport Sulphur Co. 
subsidiary) provides, among other things, that the Government has the right to 
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take ores from the Nicaro mining concession and will make payment therefor 
on the basis of 2% cents per pound of nickel contained in the crude ore plus 
eight-tenths cent per pound for each 1 cent by which the market price of nickel 
exceeds 30 cents per pound. The market price is defined as the price of refined 
nickel f. o. b. Pittsburgh, Pa. At the present market price for nickel (60.8 
cents per pound) the royalty payments amount to 4.964 cents per pound of nickel 
contained in the crude ore. This is equivalent to 6.62 cents per pound of nickel 
produced, based on a 75 percent recovery of the metal in the ore. 

There are no set rules for establishing royalty rates in the mining industry 
although in general the fundamental factors of net returns from the product 
and capital costs of facilities required to obtain the product are used as u 
basis for determining the amount of royalty that should be paid. When the 
royalty on Nicaro ores was established and based on the nickel content of the 
crude ore, the above factors were not fully considered. 

At the meeting on March 10 between Freeport officials, GSA staff members, 
and the writer, Mr. Langbourne Williams stated that Mr. William L. Clayton 
ot RFC, in the original negotiations of the Nicaro contract, had proposed the 
royalty terms and that Freeport had accepted the proposal. Mr. Clayton set 
the royalty base at 21% cents per pound of nickel contained in the crude ore be- 
cause he had just made a similar contract on a copper property with a base 
royalty of 1 cent per pound of coppepr in the crude ore. His reason for this 
royalty was that as nickel was then selling for 30 cents and copper was selling 
for 12 cents the same ratio of 2%4 to 1 should apply to the royalties. This was 
not based on whether the production cost of the nickel would stand such a 
royalty or not. 

On the face of it this would appear to be a logical method of determining the 
royalty and it might be if the royalty was based on the metal recovered and 
sold instead of on the gross metal content of the ore. Copper recoveries are 
normally around 90 percent of contained copper, while the Nicaro recoveries 
amounted to only slightly over 70 percent of the contained nickel. At the then 
existing prices for the metals the recoverable value per pound of contained copper 
in the crude ore was 10.8 cents and for nickel it was 21 cents. This would have 
given a ratio of 1.95 to 1 instead of the 2% to 1 ratio that was used. This ratio 
should have been further reduced by taking into consideration the fact that 
capital costs for facilities to produce nickel are higher per pound of metal pro- 
duced than they are for copper. This would have brought the ratio down to 
something on the order of 1.75 to 1. Assuming that the base had been set at 1.75 
cents per pound then the escalation factor would probably have been set at 
about five one-hundredths cent per pound instead of eight-hundredths cent per 
pound as the contract now reads. 

The following tabulation shows a comparison of the financial outcome using 
the actual royalty figure and the assumed royalty figure suggested in the pre- 
vious paragrapb : 





Actual roy- | Assumed roy- 











alty rate alty rate 
Base market price per pound nickel__._....-....2.-..-.--- 2-22-2226 - eee | $0. 30 $0. 30 
Base royalty per pound; tickel in ore... 22.2222 2. etic | . 025 0175 
Royalty increase per 1 cent, nickel price increase __...........-_...-...-------| . 0008 . 0005 
Present nickel price__-_- io ehacalt ciasig a eadeoaie Radeicaae tL anda tal Seaman diat ae snl . 608 . 608 
Present royalty per pound, nickel in ore..................-._..--__.._._-- | . 04964 . 0329 
Present market price per pound, nickel... .....2.....2........ tS . 608 . 608 
Approximate production cost per pound, nickel excluding royalty_._....._-- . 3238 . 3238 
. 2842 . 2842 
Deduct royalty per pound, nickel produced based on 75 percent recovery---- . 0662 . 0439 
Balance available for plant amortization and profit-_--_.--- nana Linmaosdh . 2180 . 2403 
Amortization ($47,000,000, 5 percent interest, 10 years, 28,000,000 pounds 
ANU SOD iin ob kc 6 sks ea bck se eb a ee ee en ee | Pe - 
en CN nn ee ic se atetins aubiea duetcecna leas | . 008 . 0303 





In the above tabulation the period of amortization is set at 10 years; this 
compares with the year amortization period used by Freeport in the proposal 
they submitted on their Moa Bay project. During this period the Government 
would recover the cost of their plant while Freeport would recover their 
capital investment several times. On the assumed royalty rate the returns to 
both parties would be more nearly equalized. 





Se Sablotéat tekken 


ee 


DEFENSE PRODUCTION ACT 155 


Under the present royalty rates Freeport is receiving approximately $1.35 
per ton of ore. This compares to the cost of ore to the Government of the ores 
in the properties now being acquired and explored, which is in the neighborhood 
of 20 cents per ton. Freeport acquired a property adjacent to their present 
holdings during the past year at a reputed cost of $100,000. On a possible 
1 million tons reserve in the property, the cost per ton would be 10 cents, 
which is in line with the cost of the ores being acquired by the Government. 
On this basis also the present cost of the Freeport ores is considerably higher 
than it should be. 


JUNE 25, 1953. 
To: Administrator, DMPA. 
From: Deputy Administrator (Acting) DMPA. 


I have just read Mr. Langbourne Williams’ letter of May 19 regarding the 
royalty payments on the Freeport Sulphur Co. by the Nicaro operations. The 
blame for this high royalty is certainly not to be placed on Mr. Williams. 
There was negligence by someone who knew absolutely nothing about the 
business. Incidentally, the payments are much higher than they would have 
been had all factors been taken into consideration. 

Mr. Fredell’s analysis of the royalty payments is complete and gives you a 
good picture of what it should have been. 

Tom Lyon. 


CORRESPONDENCE WITH FREEPORT SULPHUR CO. AND NICKEL 
PROCESSING CORP. 


FREEPORT SULPHUR Co., 
New York, N. Y., January 29, 1951. 
Mr. Jess LARSON, 
Administrator, General Services Administration, 
General Services Building, Washington, D. C. 


Dear Mr. Larson: I want to thank you very much for your kindness in talk- 
ing with me about the Nicaro project when I was in Washington 2 weeks ago, 
and in discussing with me the questions which I had about your decision to 
have this property operated by the Billiton interests. I have given a good deal 
of thought to the situation since I saw you and I want you to know that while 
I am naturally disappointed that the American Smelting & Refining Co. was not 
selected to do this work, I sincerely hope that your decision will prove to be a 
good one and I am prepared to do what I can to help make it so. I believe we 
agree that the interests which you and I represent are fundamentally the 
same with respect to the Nicaro project, and that we have the same objectives 
te accomplish. We would like to see this property operated on a permanent 
basis in the most competent manner possible and to have the greatest amount 
of nickel extracted from it in the most efficient manner. If the Billiton people 
do this we will be fully satisfied. 

Having reached the conclusion that the Freeport Sulphur Co. had too many 
demands upon its technical staff to justify our undertaking the operation of 
the Nicaro project, but recognizing the importance to this country of having 
this property in operation, we began, more than a year ago, to try to interest 
some well-qualified American company in it and to encourage it to undertake the 
work. After a careful survey of possible candidates we selected the American 
Smelting & Refining Co. and finally succeeded in getting them to agree to discuss 
with you terms on which their operation of the property might be arranged. 
I discussed with your representatives the qualifications which seemed to us im- 
portant in connection with this matter and went over the details fully with 
them. There seems to be no point in my stressing further any of the factors 
which I had in mind and which seemed to me very important from the point 
of view both of the United States and of our company. 

I can well appreciate that you may have information on this subject that was 
not available to me, and I fully recognize that it should be your evaluation of 
all the factors, and your judgment, that should govern the decision. I may say 
that I was particularly disturbed to be told by the American Smelting & Refining 
Co. that they had been informed by some of your representatives that one of the 
major factors influencing your decision was the belief that my company had 
not had a good record in the handling of this project and that our participation 
would not be welcomed by the United States Government or by the Cuban Govy- 
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ernment. Having had many assurances to the contrary and having had requests 
made to us by representatives of the United States Government on a number 
of occasions urging us to operate this property, I think you will understand that 
I was somewhat concerned by this and not prepared to welcome a decision 
based on such premises. I was glad to have you tell me in the talk which I 
had with you and General Harrison in his office on the 12th of January that 
the statements made to me were incorrect and that there was no objection to 
my company; in fact, that you would have been glad to have Freeport operate 
this plant for the Government. 

During the meeting in your office on the afternoon of January 12, you told me 
that you wanted and expected the cooperation of the Freeport Sulphur Co. in 
connection with the Nicaro project. I am writing you this letter to say that 
while I expressed myself to you as not being in accord with your decision, I do 
not want you to feel that this will interfere in any way with our desire to do 
our full duty as far as the national interests are concerned in the present 
emergency. You have reached the decision that the Billiton people are the 
best people to operate this project. We earnestly hope that you are right and 
have every desire to see them succeed and to see the property operated in the 
best possible manner and in the best interests of all concerned, including the 
United States Government and ourselves. If it develops that our help is needed 
in connection with problems that may arise in the reactivation of the project 
and you want to call on us for assistance I hope you will feel free to do so and 
I want to assure you of our full cooperation. 

Sincerely yours, 
LANGBOURNE M. WILLIAMS, Jr. 


FEBRUARY 16, 1951. 
LANGBOURNE M. WILLIAMS, Jr., 


President, Freeport Sulphur Co., 
New York, N. Y. 


DeEAR Mr. WILLIAMS: I want to express my sincere appreciation of your letter 
of January 29, 1951, in which you state that you are prepared to do what you 
can to help make the operation at Nicaro a successful one. I share with you 
the desire that this property be operated in a manner best suited to result in 
permanency of the activity. We are, of course, equally interested in operations 
Which will produce the maximum amount of nickel and cobalt at the earliest 
moment, 

I feel sure that the Freeport Sulphur Co. will have full opportunity to share 
in the responsibilities of the emergency programs. Also, I feel that I understand 
clearly the reasons which persuaded you to refrain from requesting that your 
company be qualified by the Munitions Board as a prospective operator at 
Nicaro. 

I wish to reiterate to you at this time that as far as I know and am able 
to determine the Freeport Sulphur Co. had a good record in the handling of the 
Nicaro project in its previous operation. 

If it develops that your help is needed in connection with the problems that 
arise in the reactivation of this project, I will not hesitate to call on you for 
assistance. Moreover, I shall be glad at any time to receive from you, as an 
interested party in this operation, such comments as you may see fit to make 
with respect to the operation of the mine. 

Sincerely yours, 
Jess Larson, Administrator. 


FREEPORT SULPHUR CO., 
New York 17, N. Y., Maroh 4, 1952. 
Hon. Jess LARSON, 
Administrator, General Services Administration, 
General Service Building, Washington 25, D. C. 

Dear Mr. Larson: In accordance with our discussion concerning the Nicaro 
Nickel Co. project in Nicaro, Oriente, Cuba, it is my understanding that you 
will advise me of the date of the commencement of full operation of the project 
hy the Nickel Processing Co. so that at the end of the 11-month period, referred 
to in paragraph 3 (D) of your letter of intent dated January 15, 1951, to the 
Mining Equipment Corp., 1270 Sixth Avenue, New York,'N: Y:; our company 
may submit proposals for the future operation of the project. 
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I appreciate the courtesy you have afforded me and wish to express my thanks 
for your assurance that our proposals will receive full and equitable considera- 
tion. 

Sincerely yours, 


LANGBOURNE M. WILLIAMS, Jr. 


Marcu 10, 1952. 
LANGBOURNE M. WILLIAMS, Jr., Esq., 


President, Freeport Sulphur Co., 
New York, N. Y. 

Dear Mr. WILLIAMS: I thank you for your communication of March 4, 1952. 

In response to your letter, this Administration, through its Magnesium and 
Nickel Committee, will advise you of the date full operations of this property 
commence so that you will be advised of the commencement of the time period 
contemplated under paragraph 3 (D) of the letter of intent dated January 15, 
1951, with the present management operators. As you are undoubtedly aware, 
the letter of intent obligates this Administration to attempt to negotiate an ac- 
ceptable lease of this facility during the 30-day period mentioned in said para- 
graph 3 (D). In the event this fails, any qualified potential lessee, including 
your company, will be accorded full consideration. 

I would add that the Government is pleased with your interest in this proj- 
ect and you may be assured that any proposal which may eventuate in this mat- 
ter from your company will receive fair and thorough consideration. 

Sincerely yours, 
JESS Larson, Administrator. 


ApRIL 11, 1952. 
To: Mr. Howard I. Young, Deputy Administrator, Defense Materials Procure- 
ment Administration. 
From: Alan M. Bateman, consultant. 
Subject: Interview with Freeport Sulphur Co. regarding a possible Cuban 
nickel plant. 

As requested by you, I arranged a conference with Mr. Langbourne M. Wil- 
liams, Jr., president of Freeport Sulphur Co., in New York City on April & I 
discussed with Mr. Williams the indication that he gave you and Mr. Douglas 
that under certain circumstances his company and associates might be willing 
to consider the erection of a plant in Cuba to produce 15,000 tons of nickel per 
year. Mr. Williams indicated that they would seriously consider such a matter 
provided they were requested to go ahead with it, but that they would not under- 
take the expensive engineering until they had assurance that the Government 
would be interested in trying to work out a contract with them. In brief, Mr. 
Williams’ proposition is that he and his associates would erect a plant, town- 
site, and build harbor facilities at their own expense, provided they would be 
assured of a market for as long a time as the Government could contract for, 
and at as high a price as they could obtain. 

Freeport at present have three properties in Cuba. There is 1 in Pinar 
Province west of Havana, 1 at Tacob Bay, and 1 at Moa Bay. The first two of 
these they have explored rather thoroughly and have an estimate of tonnage and 
grade. The larger of these is Tacob Bay, of which there is indicated 30 million 
tons of about 1.35 percent grade. This lies some 18 miles from the Moa Bay 
properties. 

The Moa Bay properties are presently undergoing exploration and are being 
drilled on a grid of one-quarter mile intervals. The tonnage indicated between 
the work that has progressed to date is approximately 20 million to 22 million 
tons. It is the opinion of their geologists and engineers that the Moa Bay prop- 
erty is by far the most promising of the three from the standpoint of tonnage 
and grade, but they do not at the moment have as detailed information as in the 
‘ase of the other properties. They anticipate, however, that in 2 months the 
srid presently laid out will have been drilled and a knowledge of the tonnage 
and grade will then be available. The indicated grade so far is about 1.45 per- 
cent nickel with about the same proportion of cobalt and chrome as in the present 
Nicaro ore. The Moa Bay deposits occur as cappings to a series of flat benches 
and flat-top ridges. The eventual grade of ore will be determined by the pro- 
portion of the richer serpentine ore that underlies the upper and lower grade 
iron ore. The discussion of the reserves, location of plant site, and townsite 
was with Mr. Forbes Wilson, a member of the Freeport organization, who for- 





158 DEFENSE PRODUCTION ACT 


merly was assistant manager at Nicaro during its construction ond operation, and 
who has been supervising the geologic and drilling explorations. 

Mr. Williams said he had seen an announcement of the Falconbridge contract 
in which Falconbridge were to receive a premium price for the nickel produced. 
He said that if Falconbridge were to receive a few cents over the present ceiling 
price that they likewise should be entitled to a premium price. I think, how- 
ever, that this is just put out for bargaining purposes. 

Mr. Williams said that as yet they have no basis for estimating the exact cost 
of the plant or the cost of production. The plant amortization cost would not 
be known until the drilling is completed and the tonnage indicated. They do not 
desire to undertake the heavy engineering expense of the cost of the plant and 
the cost of production until it is indicated from the Government that they would 
be justified in undertaking such costs at this time. 

I told Mr. Williams that I would discuss this matter with DMPA officials in 
Washington next week, and he would later be advised whether the Government 
would be interested in pursuing the matter further. 

Your very truly, 
ALAN M. BATEMAN. 


Aprit 29, 1952. 
¥o: Mr. Howard I. Young, Deputy Administrator, Defense Materials Procure- 
ment Agency. 
From: Mr. Charles E. Stott, Director, Foreign Expansion Division. 
Subject: Freeport Sulphur Co.’s proposition of new nickel plant in Cuba. 


I refer to memo to you dated April 11 from Dr. Bateman reporting his inter- 
view with Freeport Sulphur Co. regarding a possible nickel plant to treat ores 
from that company’s Tacob Bay and Moa Bay deposits in Cuba. The company’s 
proposition to put up their own money to build a plant, townsite, and harbor 
facilities, providing the Government will contract for their production at a price 
commensurate with other Government contracts for nickel, does not seem to be 
out of line. 

The 22 million tons of reserves at Mao Bay alone would appear to justify con- 
struction of a plant of the same capacity as Nicaro, namely, geared to the pro- 
duction of 31 million pounds of nickel annually. 

Dr. Bateman’s memo does not state the time that it will be required to build 
such a plant; however, it is assumed that with their facilities and past experi- 
ence such a plant might be pushed through in less than 2 years’ time. 

In view of the extreme urgency to bring in new nickel production at the 
earliest date, I suggest that we invite Freeport to discuss their proposition with 
us in more detail with a view toward arranging at a long-term purchase contract 
at, say, ceiling price. 


Freeport SULPHUR Co., 
New York, N. Y., June 12, 1952. 
Hon. Jess LARSON, 
Administrator, General Services Administration, 
Washington 25, D. C. 


Dear Mr. Larson: You will no doubt recall that at our meeting on May 29 
1 advised you that if we were to be in a position to make a definitive proposal, 
if we so desired, to lease and/or purchase the Government-owned nickel facili- 
ties at Nicaro, Cuba, it would be necessary for us to have certain information 
which is presently not available to us regarding the operation of those facilities. 
When you indicated concurrence, we then suggested that we might desire to 
specify cetrain types of data which we believed necessary for this purpose. 

While I am not yet able to set forth in detail all of the data we will need, it 
would be helpful to us if preliminarily you could furnish us information regard- 
ing the following items: 

(a) Operating data and information on the metallurgical plant which would 
allow us to evaluate the effects on production and costs of the program of re- 
vision and rehabilitation recommended by us in our survey report of December 
13, 1950, most of which we believe has been carried out. The most satisfactory 
manner in which we could be furnished the required data and information would 
be to have access to the monthly operating reports of the present operator, which 
presumably are similar to the reports which we furnished to Metals Reserve 
Company during previous operations. The specific data of interest to us would 
include but not be limited to— 
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(i) Daily tonnage and analyses of ore treated. 

(ii) Unit consumption and costs of all major materials such as oil, coal, 
ammonia, and nickel oxide bags. 

(iit) Daily production of nickel oxide and analyses thereof. 

(iv) Overall metallurgical recovery. 

(v) Total payroll costs with complete operating roster including wage 
and salary rates. 

(b) Information on the price at which nickel oxide is being sold to steel com- 
panies or at which it is being credited to the operations for stockpile purposes. 

(c) Information which is available from steel companies regarding the present 
acceptability of the oxide product as well as information regarding any plans 
with reference to changes in composition or physical characteristics of the 
product. 

(d) Copies of all auxiliary contracts such as those covering labor, services, 
and concessions, which would have a direct bearing on operations or operating 
costs. 

It will, of course, be necessary for us from time to time to have the foregoing 
information kept on a current basis. 

I should like to take advantage of this occasion to express my appreciation 
of your courtesy in taking so much time from your busy schedule to discuss 
this problem with us. 

With kind personal regards, 

Sincerely yours, 
LANGBOURNE M. WILLIAMs, Jr., 
President. 


JUNE 20, 1952. 
Mr. LANGBOURNE M. WILLIAMS, Jr., 
President, Freeport Sulphur Co., 
New York 17,N Y. 

Dear Mr. WILLIAMS: I have your letter of June 12, 1952, in which you request 
that you be furnished with operating data, such as unit consumption and costs of 
materials and supplies and payroll roster and costs, copies of all auxiliary con- 
tracts which would have a direct bearing on operations and operating costs, and 
other information which would be required by you incident to the submission by 
your company of a definitive proposal to lease and/or purchase the Government- 
owned nickel facilities at Nicaro, Cuba. 

As you are undoubtedly aware from your previous Operation of this plant, any 
detailed unit cost data or other similar information which is computed prior to 
the time the plant is in full operation is misleading and I question its value in 
determining the financial considerations which would be involved in a definitive 
proposal. It was for this reason that the present letter of intent with Nickel 
Processing Corp. contemplated a period of full operation in order that such cost 
data and other pertinent information based on current experience could be gained 
prior to negotiating a lease arrangement with that company. As you were 
advised in my letter of March 10, 1952, the letter of intent obligates this Adminis- 
tration to attempt to negotiate an acceptable lease of these facilities with Nickel 
Processing Corp. and, in the event these negotiations are not successful, any 
qualified potential lessee, including your company, will be accorded full 
consideration. 

In view of the existing legal commitment with the present operator, it will be 
appropriate to furnish pertinent information to your company and to any other 
interested qualified operator after proper operating experience has been gained 
to permit evaluation of the true operating costs, and if negotiations with the 
present operator do not lead to an acceptable lease arrangement. You may be 
assured that, under such latter circumstances, all interested parties will be 
allowed sufficient time to make a complete survey of all records and cost informa- 
tion to permit the submission of their proposals. 

It is noted that some of the information requested by you pertains to the daily 
tonnage and analyses of ore treated. I am advised that representatives of Nickel 
Processing Corp. and your company have been working together on this matter. 
Of course, such information is appropriate and necessary to determine the ore 
royalties payable to Nicaro Nickel Co. under the terms of the existing ore 
contract, and will be furnished. 

Sincerely yours, 
Jess Larson, Administrator. 


67332—55 11 
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FREEPORT SULPHUR Co., 
New York, N. Y., July 21, 1952. 
Mr. HowAarp I. Youne, 
Deputy Administrator, Defense Materials Procurement Agency, 
Washington, D. C. 


DeaAR Mr. Younea: In conversations with you and other officials of DMPA last 
March in which I was told of the possible desire of the United States Govern- 
ment to have made available to it additional supplies of nickel, reference was 
made to nickel-bearing ores in Cuba owned by subsidiaries of Freeport Sulphur 
Co. I informed you that we had made no plans for the development of these 
properties but that if the need for more nickel was established we would be glad 
to explore the possibility of installing facilities for the production of nickel with 
private funds. You told me that the Government had not at that time made a 
final determination of its needs for nickel and it was understood that we would 
take no further steps along this line until I heard from you again after comple- 
tion of a survey of the nickel situation by the Government. 

Week before last you telephoned me that the survey of the nickel situation 
had been completed and you would like to talk with me. At our conference in 
Washington on July 10 regarding this matter you told me that the nickel report 
indicated the need for more nickel for the United States, you referred to my 
previous statement of the possibility of our undertaking a nickel development 
with private funds, and you told me of your conclusion that you would like to 
have us proceed with such a development. 

When in March I mentioned the idea of embarking on such a project with 
private funds I told you that I had in mind exploring the possibility of forming 
a syndicate of nickel consumers to help provide the funds and also to give assur- 
ance as to markets. When I saw you in Washington on July 10, I had had only 
a short time to give any consideration to this matter following your telephone 
eall. My attorney had raised a question pertaining to the antitrust laws in 
connection with the formation of such a syndicate as I had proposed; and, in 
addition, I had the thought in mind that in view of the probable preoccupation 
of the officials of the steel companies with the steel strike it wou!d be difficult to 
gain their attention for such a long-range project as a nickel venture in Cuba. 
In view of the rather emphatic views expressed at our meeting, however, by Mr. 
Larson, Mr. Stott, and yourself that you would like us to give active considera- 
tion to this matter, I have since our meeting been giving the matter a great deal 
of thought and am now writing you to say that we shall be glad to explore it 
along the lines which I originally outlined. 

In view of the antitrust question raised by our counsel I believe it desirable 
to have him discuss the matter with the Antitrust Division of the Department of 
Justice before taking it up with the steel companies. It would facilitate his 
discussions with the Antitrust Division if I had a letter from you setting out 
your interest in this matter, outlining the Government’s need for nickel in as 
complete detail as is feasible, and expressing your desire for us to proceed with 
a project to produce 30 million pounds of nickel a year from our properties at 
Moa Bay. If you agree with this suggested procedure, we shall proceed with it 
promptly upon receipt of your letter. 

With kind regards, 

Sincerely yours, 
LANGBOURNE M. WILLIAMS, Jr. 


JULY 23, 1952. 
Mr. LANGBOURNE M. WILLIAMS, Jr., 
President, Freeport Sulphur Co., 
New York 17, N. Y. 


Dear Mr. WriuiAMs: Your letter of July 21, 1952, addressed to Mr. Howard 
I. Young, has been referred to me for reply in Mr. Young’s absence. 

This letter will serve to reemphasize our most emphatic feeling that the 
expansion of nickel production is of the greatest importance to our mobilization 
effort. Our plans for such expansion include further utilization of the reserves 
which your subsidiary company holds in Cuba. 

It would be extremely desirable to this Agency if the expansion you refer to 
covering your properties could be financed through private capital. We sincerely 
trust that this can be brought about and that the Antitrust Division of the 
Department of Justice will so agree. 
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In any event, we again urge you to move forward with your engineering and 
plans in order that no time be lost. 
Sincerely yours, 
JEsS LARSON, Administrator. 


JULY 24, 1952. 
Mr. HERBERT LBERGSON, 
Ford, Bergson, Adams & Borkland, 
Washington, D. C. 


DEAR Mr. Berason: This letter is in reference to the conference we held in 
my office which dealt with the subject matter contained in my letter addressed 
to Mr. Langbourne M. Williams, Jr., president of the Freeport Sulphur Co., 
dated June 20, 1952. This letter was in reply to a letter Mr. Williams had 
written me on June 12. 

I have gone over very carefully the contents of my letter of June 20 to Mr. 
Williams, and I feel that such letter adequately and correctly states the position 
of this administration. 

You and Mr. Williams appreciate, as you have stated, that this administration 
has a binding legal obligation which we feel equally morally obligated to carry 
out in negotiating with the present contractor of this plant under the terms 
provided in the letter of intent. This we fully intend to do. 

You will recall that at the luncheon at which you, Mr. Ford, Mr. Williams, 
and myself participated in a discussion regarding this matter, I stated that it 
would be desirable, of course, to have other offers by which to measure the 
adequacy of such offer as may be made by the present contractor. However, I 
do not believe that such negotiations would be fair or legal if we took the con- 
tractor’s best negotiated offer and shopped it around among other prospective 
contractors. This is particularly true in view of the long period of hard and 
diligent work that will have gone into the perfection of this plant for operation 
by the present contractor. 

You may assure your client, however, that so long as I have anything to do 
with setting forth the policies and ground rules under which these negotiations 
will be carried on, I will bear in mind that which appears to me to be in the 
best interest of the Government of the United States, and if it becomes necessary 
to call upon others for the submission of proposals, I will do so under the 
conditions set forth in my recent letter to Mr. Williams. 

Sincerely yours, 


JESS LARSON, Administrator. 


OFFICE MEMORANDUM 
Ave6ustT 1, 1952. 
To: Jess Larson and Howard I. Young. 
From: Albert H. Greene, Sol Elson, and Charles E. Stott. 
Subject: Freeport Sulphur Co., Moa Bay. 

Freeport Sulphur Co., represented by Messrs. Burkson and Cole, following 
up Mr. Larson’s letter of July 22 in answer to Mr. Langbourne Williams’ letter 
of July 21, explained to us that they had again discussed their problem with 
the Antitrust Division of the Department of Justice and gained the definite 
impression that the idea of financing a nickel plant at Moa Bay through a 
syndicate composed of the leading steel companies and Freeport would not have 
the blessing of the Antitrust Division. It was suggested, however, that working 
with DMPA attorneys they should continue to pursue this matter, and it was 
suggested that inasmuch as the United States Government would wish to con- 
tract the nickel production—say the first 7 years—for national defense purposes, 
the Antitrust Division might be more favorably inclined to the proposition. 

Mr. Burkson stated that this would not be acceptable to the steel companies 
who would be primarily interested in getting the nickel during the period of 
shortage. Mr. Burkson indicated, however, that the steel companies might be 
pursuaded to go along with such a proposition. It is understood this matter 
will be further pursued. 

In the general discussion which followed Mr. Burkson asked what other 
methods of financing we had in mind. It was suggested that with a floor price 
extending through June 30, 1962, covering all production, Freeport should have 
no difficulty in financing themselves. Mr. Burkson said he would take this 
under advisement but wished to outline Freeport’s proposal, which is as follows: 
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sasis: 25 to 30 million tons 1.35 percent nickel. Plant capacity, 30 million 
pounds nickel (in oxide) per year. 

Estimated capital cost, $50 million. 

Estimated working capital, $6 million. 

Proposal : 

1. Loan from United States Government, $50 million, 15 years to amortize. 
Freeport to furnish working capital. 

2. Purchase contract with United States Government, from. January 1, 1953, 
to June 30, 1962, for entire production. Based on starting production in 2% 
years and section 303, DPA. 

3. Price to cover: (a) Actual cost to produce nickel oxide; (b) amortization— 
7/15 of loan, or that period over which our purchase contract would extend; 
(c) interest on loan and working capital; (d@) reasonable profit, which would 
include depletion of ore body, usual operating overhead, management, etc. 

4. Accelerated tax amortization for 50 percent of capital investment. 

Freeport Sulphur would obligate itself to repay any unpaid balance of loan 
from June 30, 1962, until loan is repaid. It was mentioned that Freeport 
estimates straight operating cost of 35 cents per pound to produce nickel oxide. 
No commitments were made on either side, DMPA stating they would review 
this proposal, and Mr. Burkson agreeing to talk to his principals with reference 
to floor price contract and make further investigations of antitrust angles for 
self-financing, working jointly with the General Counsel's office of DMPA. 





Freeport SULPHUR CO., 
New York 17, N. Y., August 15, 1952. 
Mr. Jess LARSON, 
Administrator, Defense Materials Procurement Agency, 
Washington 25, D.C. 

Dear Mr. Larson: This will acknowledge your letter of June 20 and also refer 
to your letter of July 24 addressed to our attorney, Mr. Bergson, about the 
Nicaro situation. 

We of course agree with the statement in your letter of July 24 that in making 
your determination sou must bear in mind the best interests of the Government. 
There appears, however, to be a basic misunderstanding concerning our position 
in this matter. Assuming for purposes of this letter the validity of the con- 
tract which was entered into with the present contractor, it is our posiiton 
that before you can determine whether the present contractor’s proposal is 
“acceptable to the Government” you must first know under what terms and 
conditions other qualified operators would be prepared to lease or purchase the 
facilities and we also feel that no proposal should be considered acceptable to 
the Government unless it is the best obtainable, a determination which can only 
be made after all qualified bidders are afforded an opportunity to submit proposals. 

We do not ask, nor have we ever suggested that you take the present con- 
tractor’s best offer and shop it around among other prospective bidders. What 
we do ask, and what we believe is our right, is that you afford us, and anyone 
else desiring to bid, an opportunity to submit a sealed proposal at the same 
time that the present contractor submits its proposal. At that time, and without 
doing any shopping around, you will be in a position to determine whether the 
contractor’s bid is in the best interest of and acceptable to the Government of 
the United States. 

In view of the reference in your letter of July 24 to the “long period of hard 
and diligent work that will have gone into the perfection of this plant for opera- 
tion by the present contractor,” I feel that I should point out that the Freeport 
Sulphur Co. made its first investment in the Nicaro project in 1939; that we 
conducted pilot-plant work at our own expense; that during 5 years, 1942-47, 
the best talent of our organization was devoted to the design and construction 
and operation of the Nicaro plant for the Government; that we supplied without 
payment during the period of operation approximately 3,400,000 tons of ore: 
and that we own patents which the Government is freely using in the present 
operation. When in 1950 GSA desired to reopen the plant we were requested 
to make a report recommending what should be done. We interrupted other 
important work and made a report (charging our out-of-pocket costs only) 
which we understand has been the basis of the rehabilitation work. In this 
report were included recommendations for improvements using ideas and experi- 
ence which the Government could have obtained from no other source. In addi- 
tion, after the award of the contract to the present contractor we opened our 
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files and supplied other valuable data in order to be of assistance to you. 
During all this period from 1939 to this date the Freeport Sulphur Co. has 
received not 1 cent of return or compensation. 

I might add that I understand that GSA has recently spent approximately 
$10 million at Nicaro to rehabilitate the facilities and to effect improvements 
in operations. Obviously, if the Government wants the best competitive bids 
it must make known the improved operating results to all interested parties. 
You will of course recall that the present contractor was furnished with all the 
operating data pertaining to the operation of the plant for the period during 
which we were the operator. 

I sincerely trust that you will feel that in the light of this statement of our 
position and of the facts presented herewith it will be not only to the interest 
of the United States Government but also clearly equitable that the data I 
requested in my letter of June 12 be furnished so that we may proceed with our 
consideration of the factors which must be determined before a proposal can be 
submitted. 

Sincerely yours, 
LANGBOURNE M. WILLIAMS, Jr. 


Mr. LANGBOURNE M. WILLIAMS, Jr., 
President Freeport Sulphur Co., 
New York 17, N. Y. 

DeAR Mr. WILLIAMS: I thank you for your letter of August 15, 1952, the con- 
tents of which I have carefully noted. 

In my letter of July 24, 1952, to your counsel, Mr. Bergson, I advised you that I 
would bear in mind “that which appears to me to be in the best interests of the 
Government of the United States and if it becomes necessary to call upon others 
for the submission of proposals, I will do so under the conditions set forth in my 
recent letter to Mr. Williams.” 3 

I do not feel it appropriate for me to go beyond that statement of my position. 
You may be assured that at such time as I deem it to be in the best interests of 
the Government, and consistent with its contract commitments, to call for other 
proposals on the Nicaro plant, you and others will be promptly advised. At that 
time, or in advance thereof, I will submit to prospective operators such data as 
will be appropriate to them in submitting proposals. 

Sincerely yours, 
Jess LARSON, 
Administrator. 


DEFENSE MATERIALS PROCUREMENT AGENCY, 
Washington 25, D. C., November 20, 1952. 
Mr. Hersert A. BERGSON, 
Washington, D. C. 


DeAR Mr. BerGson: I refer to the exchange of letters of July 21 and July 23 
between Messrs. Langbourne Williams, president, Freeport Sulphur Co., and Jess 
Larson, Administrator, Defense Materials Procurement Agency, regarding devel- 
opment of Freeport’s Moa Bay nickel properties in Cuba and subsequent conver- 
sations in this office between yourself and officials of this Agency in further 
consideration of the development of these properties. 

Following our conversation of September 3, we requested additional informa- 
tion concerening ore reserves, grade, character of ore, etc., pertaining to the 
Moa Bay deposits in order to assist us in evaluating the deposit and making 
estimates of capital and operating costs and other data necessary in calculating 
an equitable floor price. Our formal request for this information was answered 
by Freeport Sulphur Co. under date of September 12 when complete data pertain- 
ing to the drilling of the Moa Bay deposits were furnished us. 

The purpose of this letter is to advise you that after making a further study 
and recalculation, this Agency would not be interested in entering into an agree- 
ment with Freeport Sulphur along the lines discussed with you on September 3 
in this office. Should you care to resume discussions on this matter, we would 
be glad to do so, under the assumption, of course, that you would be agreeable 
to a considerable modification of the conditions which formed the basis of our 
last discussions. 

Sincerely, 
CHARLES E. Srorrt, 
Director, Foreign Expansion Division. 





164 DEFENSE PRODUCTION ACT 


FREEPORT SULPHUR Co., 
New York 17, N. Y., January 6, 1953. 
Hon. JESS LARSON, 
Administrator, General Services Administration, 
General Services Building, 18th and F Streets NW., Washington, D. C. 

DEAR Mr. LARSON: At your press conference of December 22, 1952, you an- 
nounced your intention to expand the capacity of the Government’s nickel proc- 
essing facilities at Nicaro, Cuba, by approximately 75 percent. Subsequently, 
in conversation with our attorneys you advised them that in addition to such 
expansion you were considering an arrangement for long-term operation of the 
existing facilities by private operators ; that you hoped to conclude such arrange- 
ments before leaving office; and that you were discussing such private operation 
with Nickel Processing Corp. which is now operating the facilities under a man- 
agement contract. 

I should like to invite your attention to the contract of July 2, 1948, between the 
Reconstruction Finance Corporation and our subsidiary, the Nicaro Nickel Co., 
pursuant to which the Government is presently obtaining the ore which is being 
processed at Nicaro. That contract is not assignable to a nongovernmental 
agency ; it permits the Government to take ore only in quantities necessary for 
the full operation of the facilities in existence at the time the contract was en- 
tered into; and it requires that the ore shall be taken from the property in accord- 
ance with good mining practice. 

While we have previously indicated our willingness to make our ore proper- 
ties available to the Government for its use in connection with expanded facili- 
ties, no use of our ore properties can be made by a private operator without ap- 
propriate amendments to the contract. 

I also wish to inform you that I have received information that, in its opera- 
tion during the period from January 15, 1951, to date, the Nickel Processing Corp. 
has removed ore from the properties of the Nicaro Nickel Co. in a manner that 
is not in accordance with the good mining practice stipulated in the contract, but 
on the contrary has operated in such a way as to have a detrimental effect upon 
the eventual extraction of the maximum nickel values from our properties. 

I respectfully suggest that the above factors receive your careful considera- 
tion before you take any action in connection with the expansion of the existing 
facilities or the making of a new agreement with the Nickel Processing Corp. 
or any other private operator. 

Sincerely yours, 
LANGBOURNE M. WILLIAMS, Jr. 





OFFICE MEMORANDUM 
JANUARY 12, 1953. 
To: The Administrator. 
From: C. D. Williams, Member, Magnesium and Nickel Committee, GSA. 
Subject: Nicaro Nickel Co. 

With respect to the activities of Freeport Sulphur Co. in connection with its 
previous and current demands to be given an opportunity to submit a proposal 
for the lease of the subject plant, the following comments are offered : 

(1) Shortly after the outbreak of the Korean war in 1950, Langbourne Wil- 
liams informed Mr. G. V. Hartwell of this office and the writer that Freeport 
would not be interested in operating the Nicaro plant. This statement was 
repeated with emphasis several times during my own conference with him in 
New York on September 1, 1950. 

(2) After Freeport declined to operate the Nicaro facilities the writer at- 
tempted to interest other qualified metallurgical companies in the operation. 
Informal reports from those who were sufficiently interested in the plant to 
discuss the matter with Freeport Sulphur Co. on its previous operation indi- 
cates that Freeport did not encourage their participation in the program. 

(3) Freeport did not submit their qualifications to the Munitions Board for 
their consideration as to which companies were qualified to operate Nicaro. 

(4) Although Langbourne Williams had stated during our conference that 
he had discussed with Asareo the possibility of that company operating the 
plant and further that he could recommend that company as the operator, the 
writer had no knowledge of Freeport’s participation as a “partner” until the 
proposal was received from Asarco. 

The Asarco proposal was not a firm one. Their letter of January 2, 1951, 
stated, “This proposal * * * is submitted to be effective 60 days after notice of 
its acceptance is received, in order to allow time for negotiation with the ap- 
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propriate Cuban authorities of the various Cuban problems heretofore orally 
outlined to you in general, with the understanding that it shall not be effective 
unless negotiations result in arrangements satisfactory to Asarco * * *.” 

‘Notwithstanding the fact that Asarco did not submit a firm proposal, it was 
considered on its merits. Regardless of whether a proposal had been submitted 
by any other prospective operator the Asarco proposal could not be accepted for 
the following reasons: 

(1) It required the Government to purchase 50 percent of the Nicaro output 
at the going market price for nickel metal (now 5614 cents per pound, duty 
paid), or at the option of Asarco an escalation formula applied to the market 
price of January 1, 1952. It further required the Government to guarantee a 
market for the remaining 50 percent at the same price if such remainder could 
not be sold to commercial and industrial outlets at that price. 

This would have resulted in a subsidy in excess of the rents which the Gov- 
ernment would receive for the use of this facility. 

(2) It required the Government to waive forever all dividends on the pre- 
ferred stock of Nicaro Nickel Co., accruing up to the beginning of “normal 
operations.” 

Nicaro Nickel Co. has just paid the Government $275,000, which represents the 
accrued dividends up to December 31, 1952. 

(3) It required the Government to discount its preferred stock by 7% percent 
each year, beginning 6 months after the start of normal operations. 

(4) Asarco proposed to pay rental of only $200,000 plus 4 percent of sales, 
which was, and still is, considered low. 

(5) Notwithstanding the above concessions required by Asarco, the proposal 
made no concession to an exorbitant royalty which the Government has been 
forced to pay Nicaro Nickel Co. for the use of its ores in any plant operation. 

The more favorable factors with respect to our consideration of the Nickel 
Processing Corp. proposal were: 

(1) They believed that they could recover more nickel than other estimates 
would indicate. 

There is attached a schedule of production, by months, since the plant has 
been reactivated. During the last quarter of 1952 a total of 7,089,287 pounds, 
or a monthly average of 2,363,062 pounds, was produced. For the 6-month 
period that the plant has been in full operation (which is normally called the 
shakedown period) the plant produced an average of 2,130,972 pounds per month. 
I believe that this compares most favorably with the 2,065,666 pounds per month 
produced during 1946, the best year of the previous operation. 

In a conference which the writer had with Mr. W. R. Brown, our resident 
engineer, on January 5, 1953, I was advised by him that the increased recovery 
during the last quarter of 1952 was primarily due to increased efficiency in the 
operation of the plant facilities, particularly in the “leaching and washing area.” 
I specifically asked him if the operator had been taking ores in accordance with 
“good mining practice” and he assured me that such was the case. Mr. Brown is 
a mining engineer and metallurgist whose ability and integrity are well recog- 
nized in those fields. 

(2) NPC presented a program under which research and experimentation 
leading to the recovery of cobalt as a separate metal would be undertaken. No 
such commitment was made by Asarco. 

The pilot plant has been completed and this research is now beginning. 

(3) NPC estimated that nickel in the form of nickel oxide could be produced 
under their proposal and plan of operation for approximately 40 cents per pound, 
including royalties. 

For the period July through November 1952, the manufacturing costs, includ- 
ing royalties and operator’s fee, was 40.135 cents per pound of contained nickel 
and cobalt. We have not received the December costs but [ am advised by our 
resident engineer that the estimated December costs would bring the 6 months’ 
average to below 40 cents per pound. 

Additional factors which were considered in the analysis of the proposals in 
the submission by the committee of its memorandum dated January 10, 1951, to 
you were: 

1. Refusal by Asarco to consider any form of Cuban participation in this opera- 
tion, notwithstanding the committee’s request for such consideration in keeping 
with the point 4 program. 

The Cuban Government has given every evidence of cooperation to the reopen- 
ing of this facility and there have been no work stoppages because of disputes 
with Cuban labor. I do not have any way of determining whether the lack of 
Cuban participation would have caused trouble, but the results under the present 
arrangement have been most gratifying. 
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2. The fact that Asarco required an additional 60 days from the acceptance of 
their proposal to obtain concessions “satisfactory to Asarco” did not permit GSA 
to carry out the Munitions Board directive to reactivate this plant with all pos- 
sible speed. 

Under the agreement between RFC and Nicaro Nickel Co. (Freeport), inherited 
by GSA with the Nicaro nickel plant, the Government is obligated to pay ap- 
proximately 614 cents per pound of contained nickel for the use of their ores. 
This royalty is definitely exorbitant and under present operation Freeport real- 
izes approximately $1,500,000 per year from such royalties. The agreement fur- 
ther provides that the Government is required to take or pay for a minimum of 
one-third of the throughput of the present plant. Therefore, the Government 
is not precluded from acquiring from other sources sufficient ores to make up 
the additional two-thirds required to operate the present plant or for any expan- 
sion thereof. GSA has made no secret of its expansion program or of the ex- 
ploration for additional ore bodies which would be required to justify such 
expansion. Conversely, Freeport has been active in acquiring additional ore 
bodies in the Nicaro area and as recently as February 1952 acquired the Hatuey 
claim. Nicaro Nickel Co. has recently offered the Government nickel ores in five 
claims not covered by the present agreement at the “same terms and conditions” 
as those existing in the present contract. In view of the fact that these ores 
could not be mined and treated economically at any other location, the implica- 
tion that Freeport is attempting to keep the royalties at their present level is 
obvious. 

Nicaro nickel and cobalt production 
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Comparison of present NPC contract to Asarco proposal—savings on operation 
to Dec. 31, 1952 
A. Nickel Processing Corp.: 
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JANUARY 19, 1953. 
Mr. LANGBOURNE M. WILLIAMS, Jr., 


President, Freeport Sulphur Co., 
New York, N. Y. 

DEAR Mr. WILLIAMS: Reference is made to your letter of January 6 addressed 
to the writer concerning plans of this Administration regarding the operation of 
the Nicaro nickel plant located in Cuba and the contractual arrangement of your 
company attendant thereto. 

In order that the record might be clear I wish to state that on December 22 
I announced that this Administration had reached a firm decision to expand the 
eapacity of the existing property at Nicaro by 75 percent, contingent upon the 
successful completion of certain research and other projects now being prose- 
cuted. I did not state to your attorneys or to anyone else that I hope to conclude 
arrangements for the long-term operation of Nicaro before leaving office. What 
I said was that I intended to conclude the nickel program designed to meet the 
requirements as submitted to me by the Defense Production Administration and 
to submit such program prior to my departure from office and that the expansion 
of Nicaro was a part of such program. I further stated that the long-term 
operation of this property would have to be explored in connection with such 
expansion program and that at the request of the Government certain discus- 
sions were then being held with present operators of that plant. 

Mr. Bergson and Mr. Ford, your attorneys, then asked me if I would grant a 
conference to you and representatives of your company prior to the reaching of 
a decision regarding such operation. I told them that I would and, subsequently, 
attempted to set up a date and time for such conference which Mr. Bergson, in 
a telephone call from New York, asked to be called off. I expressed myself as 
being disappointed, because you raised certain matters in your letter of January 
6 which I feel could have properly been discussed across the table at a conference. 

You raised a point in your letter of January 6 that the ore contract with your 
company is not assignable and is available only for full operation of the facilities 
in existence at the time the contract was entered into. I am not aware that 
consideration has been given to the assigning of this contract. The effect of 
your position that the Government could take ore only in quantities necessary 
for the full operation of existing facilities likewise seems to be a redundant 
point in connection with our plans. I am sure you did not intend to take the 
position that if, in order to meet requirements of national defense, the Govern- 
ment under provisions of existing law expanded its present facilities at Nicaro, 
none of the ore now under contract from you could be put through this expanded 
facility. 

The final point which you raised in your letter was in regard to carrying out 
good mining practices in connection with taking of ore from your property. 
Your inspector has been on the property a number of times, and it seems it would 
have been quite appropriate that if he had observed such practices he would 
have called them to the attention of the Government official representatives at 
the plant. My technical staff informs me that insofar as the Government of 
the United States or its agents are concerned, provisions of the existing contract 
are being properly carried out. 

Dr. Elliott of the Office of Defense Mobilization in informing me of his con- 
versation with you told me that he had pointed out to you the fact that the Gov- 
ernment considered the royalty arrangement in connection with the taking of 
your ores at this plant site to be exorbitant and not in keeping with accepted 
practices of the industry. Dr. Elliott reported to me that you stated in effect 
that the question had not been appropriately raised with you and he conveyed 
to me the impression that you had indicated to him you might consider discuss- 
ing the adjustment of this contract. You will no doubt recall that members of 
my staff have brought this matter to your attention and to the attention of other 
officers of your company from time to time and that more recently Mr. Howard 
Young, the Deputy Administrator for Defense Materials Procurement Agency, 
expressed a like view to you. In view of your conversation with Dr. Elliott you 
can consider this an official request that consideration be given to holding talks 
leading up to appropriate adjustments in your present royalty contract. 

Very truly yours, 
Jess LArson, Administrator. 
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DEFENSE MATERIALS PROCUREMENT AGENCY, 
Washington, D. C., July 1, 1953. 
Memorandum for files: 
Subject: Freeport Sulphur Co., Moa Bay project meeting in the office of the 
Administrator, June 26, 1953. 
Present: Messrs. Williams, Hills, and Bergson of Freeport Sulphur Co.; Messrs. 
Mansure, Lyon, and Fredell, of DMPA. 


The Freeport Sulphur people discussed their proposed Moa Bay project at 
length and outlined the general terms of assistance they would require to carry 
it to completion. Mr. Williams stated that they felt they have a commercial 
project to produce nickel metal, also cobalt. They are not asking the Govern- 
ment to advance the money for plant construction. Funds for this are expected 
to be derived from private financing. However, in order to obtain such private 
financing they do request a certificate of necessity to allow rapid amortization 
of their plant, together with a 5-year purchase contract. Amortization re- 
quested is for 80 percent of capital costs to be amortized in a 5-year period. 
Purchase price of the production under the purchase contract they seek would 
be at market unless the production costs exceed the market price. In this case 
the Government would pay for the product at cost up to a ceiling cost to be 
fixed by negotiation. Costs would include operating costs plus amortization of 
the plant at 80 percent over 5 years. There would be no payment for the ore 
used and no management fee if costs run over market price. 

Anticipated production is 30 million pounds of nickel per year and 3 million 
pounds of cobalt per year. It is estimated that production would start within 
2 years from the time the capital financing is available. Freeport would re- 
quest 1 year after signing the contract to arrange for the necessary financing. 

After general discussion of the project Freeport was requested to submit 
an application in writing, giving complete details of all phases of the operation, 
including methods, processes, production costs and capital costs. This they 
agreed to do. 


FREEPORT SULPHUR CO., 
New York, N. Y., February 25, 1956. 
Mr. EpMUND F’.. MANSURE, 
Administrator of General Services, 
General Services Building, Washington, D. C. 

Dear Me. ADMINISTRATOR: You will recall that on various occasions you and 
I discussed the operation of the Government-owned plant at Nicaro, Cuba. I 
explained to you my dissatisfaction with the circumstances under which the ar- 
rangement was made with the Billiton interests for the operation of this plant. 
I expressed my confidence that when the time came in your own good judgment to 
turn this plant over to private interests you would see to it that Freeport, as 
well as other interested parties, was given the opportunity to bid for the plant 
on fair and equal terms and I was pleased to have your assurance that this would 
be done. 

My attention has been called to the fact that some time ago you delegated 
a portion of your authority relating to Nicaro and similar plants of strategic 
importance. The purpose of this letter is to make sure that the people to 
whom you have delegated this authority have been told of the assurances which 
I have received from you, and I shall appreciate it if you will let me know that 
that is the case. 

With kind personal regards, 

Sincerely yours, 
LANGBOURNE M. WILLIAMS. 


MARCH 1, 1955. 
Re Government-owned plant, Nicaro. 
Mr. LANGBOURNE M. WILLIAMS, 
President, Freeport Sulphur Co., New York, N. Y. 


DeAR LANGBOURNE: Thanks for your letter of February 25; it is good to hear 
from you. Yes, I do recall the discussions we have had regarding the operation 
of this plant and your desire to bid on the property if it is turned over to private 
interests. 

Although we do have unlimited authority to negotiate the sale of properties, 
we made a commitment to the Senate committee at the time this authority was 
vested in us that we would limit negotiation in the same manner that we are 
required by law to limit purchases. 
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The only way we would know that we are receiving the best possible proposal 
for the Government is to obtain bids from all interested, responsible parties 

Therefore, the answer to your letter is a most emphatic “Yes.” If this property 
is put on the market, you will certainly have the opportunity to bid. 

If you are in Washington, let me know, and in the meantime very best personal 
wishes. 

Cordially yours, 
EpMUND F.. MANSURE. 


FREEPORT SULPHUR Co., 
New York, N. Y., March 18, 1955. 
Mr. EpmMuND F. MANSURE, 
Administrator, General Services Administration, 
Washington, D. C. 

Dear Ep: Thank you very much for your letter of March 1, 1955. I appreciate 
very much your prompt reply, which arrived while I was down in Louisiana and 
Texas visiting our sulfur properties. 

I am grateful for your reassurance about our being given an opportunity to 
bid on the Government-owned nickel plant at Nicaro when it is turned over to 
private interests. Since the arrangement which was made with the Billiton in- 
terests about which I expressed such dissatisfaction was a lease arrangement, I 
am sure that you did not mean to limit your assurance by the use of the word 
“sale” in the second paragraph of your letter, and that your letter means that 
we are to have an opportunity to bid when the property is turned over to private 
interests regardless of whether the contemplated arrangement is one of sale or 
of lease or otherwise. 

I shall look forward with pleasure to accepting your suggestion that I call you 
when I come to Washington. 

With kindest personal regards, I am, 

Sincerely yours, 
(Signed) Langbourne. 
(Typed) LANGBOURNE M. WILLIAMS. 


Marcu 30, 1955. 
Re Government-owned plant, Nicaro. 
Mr. LANGBOURNE M. WILLIAMS, 
President, Freeport Sulphur Co., New York, N. Y. 


DEAR LANGROURNE: The delay in replying to your letter of the 18th is because 
we have been looking into the question of leasing this property which you raised. 

There is no question insofar as the sale of the property is concerned, but there 
is as to leasing. 

The management contractor feels that they have the right to first make a lease 
offer any time prior to December 31, 1956. Their further feeling is that if a 
lease acceptable to the Government cannot be negotiated, then the Government 
shall be at liberty to offer the facilities for sale or lease effective as of the expira- 
tion of present agreement. 

This is based upon the enclosed, which no doubt your attorneys would like to 
consider. 

Cordially yours, 
(Signed) Ed, 
(Typed) Epmunp F. MAansure. 


FReEeporT SutpHur Co., 
New York, N. Y., April 19, 1955. 
Mr. EpMUND F.. MANSURE, 
Administrator, General Services Administration, 
Washington, D. C. 


Dear Ep: Thank you for your letter of March 30, which arrived while I was 
out of the city. 

I would be less than frank if I did not tell you that I was disturbed to learn 
that you felt that the assurance which I had received from you might be limited 
to a sale of the Nicaro property as distinguished from a lease. All the conver- 
sations that we have had with you and other representatives of the Government 
on the subject of the private operation of the Nicaro plant over the course of the 
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last 5 years haye had to do primarily with the question of leasing the property. 
At no time was any distinction made between leasing and selling. 

In my letter to you of February 25 I used the expression ‘‘turn this plant over 
to private interests.” In your reply of March 1 you kindly recalled our discus- 
sion regarding the operation of this plant and Freeport’s desire to bid on the 
property “if it is turned over to private interests.” In the third and fourth para- 
graphs of that letter you say: 

“The only way we would know that we are receiving the best possible proposal 
for the Government is to obtain bids from all interested responsible parties. 

“Therefore, the answer to your letter is a most emphatic ‘Yes.’ If this prop- 
erty is put on the market, you will certainly have the opportunity to bid.” 

If, to quote the language of your letter of March 1, the only way you would 
know that you were receiving the best possible proposal for the Government 
would be to obtain bids from all interested responsible parties, it would seem 
to me inescapable that this reasoning would apply as well to a lease as to a sale. 
The amount of rental received under a lease, no less than the selling price in 
the event of a sale, will determine to what extent the immense investment made 
by the Government can be recouped. It is clearly just as important for the 
Government to have open negotiations for a lease as for a sale. 

You have indicated from the very beginning of our discussions that you 
wanted to handle this matter in a fair and friendly manner and with due regard 
for the best interests of the Government. I have been most appreciative of your 
whole attitude in all of our dealings and I have no desire whatever to engage 
in controversy on this subject. While I feel that we have the strongest legal 
as well as equitable claims and I have always made it clear that I was prepared 
to do my best to protect the interests which I serve, on the other hand, I have 
not wanted to add to your many burdens by posing problems that did not have 
to be immediately solved. Would it seem to you a satisfactory disposition of 
this matter for the moment if I simply asked your assurance that no negotiation 
looking toward either sale or lease of the Nicaro facilities will be undertaken 
by your agency without giving us an opportunity to discuss with you in ample 
time our right to negotiate on an equal basis? 

With kindest regards, 

Faithfully yours, 
(Signed) Langbourne, 
(Typed) LANGBouRNE M. WILLIAMS. 





April 22, 1955. 
Re Government-owned plant, Nicaro. 
Mr. LANGBOURNE M. WILLIAMS, 
President, Freeport Sulphur Co., 
New York 17, N. Y. 

Deak LANGBOURNE: Your letter of April 19 regarding the Nicaro property, has 
arrived just as I am leaving the city to be away all next week. 

Will look into the matter further but wanted you to know that, as I understood 
it, when we talked about the best possible proposal to the Government we were 
talking about a sale of the plant. 

The operators are in there now under prior agreements with which I had 
nothing to do. We have no alternative but to carry out all provisions of these 
agreements that are binding on the Government. 

Agree with you that it is just as desirable from our point of view to have 
competition on a lease as on a sale but, as indicated in my letter of March 30, 
the operators claim to have first shot at a lease. 

Cordially yours, 
(Signed) Ed, 
(Typed) EpmuNp F. MANsurg, Administrator. 





FREEPORT SULPHUR Co., 
New York 17, N. Y., May 2, 1955. 
Mr. EpMUND F. MANSURE, 


Administrator, General Services Administration, 
Washington, D.C. 
Dear Ep: Thank you for your letter dated April 22. I appreciate your offer- 
ing to look into the matter further and shall look forward to hearing from you. 
In the meantime it will facilitate our study of the problem if you will be kind 
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enough to send me a complete copy of all agreements, including the amendments, 
which have to do with any possible obligation the Government may have in con- 
nection with turning the Nicaro plant over to private operators. In your letter 
of March 30 you sent me an excerpt from an amendment and we have been previ- 
ously furnished by GSA with other data but I want to be sure I have the com- 
plete ad up-to-date story. 

In your letter of March 1 you said: 

“Although we do have unlimited authority to negotiaite the sale of properties, 
we made a commitment to the Senate committee at the time this authority was 
vested in us that we would limit negotiation in the same manner that we are 
required by law to limit purchases.” 

I should appreciate it if you would be good enough to let me know what Senate 
committee this was, and if you would let me have a copy of the commitment to 
which your letter refers. 

I shall hope to have the opportunity of discussing this matter with you in 
the near future. 

With kindest regards, 

Faithfully yours, 
(Signed) Langbourne, 
(Typed) LANGBOURNE M. WILLIAMS 


May 17, 1955. 
te Government-owned plant, Nicaro. 
Mr. LANGBOURNE M. WILLIAMS, 
President, Freeport Sulphur Co., 
New York 17, N. Y. 

DearR LANGBOURNE: Your letter of May 2 makes further inquiry regarding the 
Nicaro situation. 

The excerpt which I sent you with my letter of March 30 is the only provision 
now in force in the existing contract or the amendments thereto which could in 
any way be interpreted as creating a possible obligation on the Government in 
connection with turning the plant over to private operators. 

Nicaro is, of course, subject to the National Industrial Reserve Act, a copy of 
which is enclosed. Under section 7 of that act sales or leases are made as author- 
ized by the Secretary of Defense, who may direct us to lease or sell the property 
to a specific person or corporation. 

With regard to the sentence which you quote from my letter of March 1, I had 
in mind the following statement made on March 10, 1952, by Mr. Elliott, then and 
now our General Counsel, in his testimony before a subcommittee of the House 
Committee on Expenditures in the Executive Departments, during the course of 
the hearings on the bill (H. R. 5350) which became Public Law 522 of the 82 
Congress: 

“* * * this frankly vests pretty broad discretionary powers in the Adminis- 
trator, but insofar as he would relegate that power to other agencies it is his 
intention—and he asked me to convey this to the committee—that he would estab- 
lish definite guidelines and criteria for disposal that would, according to circum- 
stances, be generally along the lines of the guidelines for negotiation that are 
contained in title III relating to procurement.” 

It is Mr. Elliott’s recollection that he made similar representations at an 
unrecorded meeting of the Senate committee on the same bill. 

Public Law 522 restored temporarily the negotiating authority which, under our 
original act creating GSA, we could exercise until December 31, 1950. The 
authority now expires on June 30 of this year, but we hope that the present 
Congress will either grant us permanent authority on a similar basis or extend 
the present authority for another year. 

We have considered that Mr. Elliott’s testimony in effect committed us gen- 
erally to apply similar criteria to negotiated disposals to those established by law 
for procurement in section 302 of our GSA charter, the Federal Property and 
Administrative Services Act of 1949. Section 602 (d) (5) of this act (as amended) 
provides that nothing therein “shall impair or affect any authority of * * * the 
Secretary of Defense with respect to the administration of the National Industrial 
Reserve Act of 1948.” 

Cordially yours, 





EpmMuNpD F. Mansure, Administrator. 
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Freeport SuLpHurR Co., 
New York, N. Y., June 7, 1955. 
Mr. EpmMuNpD F. MANSURE, 7 
Administrator, General Services Administration, 
Washington, D.C. 


Dear Ep: I greatly appreciate your taking the time to lunch with me in Wash- 
ington on May 27. As I told you I think nothing could be fairer than your 
proposed procedure for the solution of the problems pertaining to the Nicaro 
plant about which we have recently been corresponding. Since this correspond- 
ence which has been going on since the 25th of February of this year involves 
some fairly technical points it has occurred to me that I should make sure that 
my associates and I understand exactly your position with respect to the dis- 
position of this plant and the program you have in mind pertaining to it. 

I started our conversation by making the request that you give me your 
assurance that you would not enter into any undertakings with respect to the 
turning over of the Nicaro plant to private interests, whether by sale or lease 
or any other way, without giving Freeport a chance to have our lawyers come 
down and tell you and your lawyers our position with respect to certain legal 
aspects of the contract between GSA and Nickel Processing Co. and the pro- 
cedure which we think should be followed to protect the public interest. I 
called attention to the fact that in your letters on this subject you yourself 
had not taken a position as to whether there was to be free and open bidding 
for the Nicaro plant in the event the property should be leased rather than sold 
but had taken the view that the present operators claim to have some sort of 
preferred position. You referred to the fact that you had not made the agree- 
ment with the operators initially and had yourself not made any subsequent 
agreements with them pertaining to the sale or lease of the plant for private 
operation. You therefore proposed that both Freeport and National Lead submit 
opinions in writing setting forth our respective views on this subject. You told 
me that after these opinions had been received and reviewed by your attorneys 
you intended to turn them over to the Attorney General’s department for an 
opinion and that in all probability you would also obtain the views of a com- 
mittee of the Congress for your guidance in making the final decision. I feel 
that this procedure is fair and right and proper in every respect and am most 
appreciative of your giving us this opportunity which we gladly accept. 

Now for timing. When I asked you whether you had made any agreement 
with National Lead on this subject you told me that you had not. . You told 
me, however, that they had asked you not to wait until the end of 1956 to have 
this matter disposed of and that you felt that this was a fair request and had 
granted it. Your program, accordingly, is that negotiations to turn over to 
private interests the expanded Nicaro plant are to start about the beginning of 
1956, and you suggested that, in order to allow plenty of time for discussion, our 
written opinion about the legality of this business should be in your hands 60 
or 90 days from the time of our conversation. 

I shall appreciate it very much if you will let me know whether I have cor- 
rectly stated our understanding on all these various points and specifically 
whether it will be satisfactory to you if our opinion is put in the mail for you 
not later than the 26th of August. If I have not understood you exactly on all 
these points or have not correctly stated them I shall appreciate it very much 
if you will be good enough to let me know. 

With kindest regards and my repeated thanks for your cooperation. 

Faithfully yours, 


LANGBOURNE M. WILLIAMS. 


JUNE 14, 1955. 
Note to Mr. Mansure re Government-owned plant, Nicaro: 


We had withheld preparation of the letter to Nickel Processing Corp. on the 
assumption (which may have been misunderstanding on our part) that both 
letters should go out at the same time, and therefore that the one to Nickel 


Processing should not be dispatched until you had had an understanding with 
Freeport. 


MAXWELL H. Extiort, General Counsel. 


Attachments: Letter to Harry C. Wildner, Nickel Processing Corp., and letter 
to Langbourne M. Williams, Freeport Sulphur Co. 








DEFENSE PRODUCTION ACT 173 


JUNE 14, 1955. 
Re Government-owned plant, Nicaro. 
Mr. LANGBOURNE M. WILLIAMS, 
President, Freeport Sulphur Co., 
New York 17, N. Y. 


Dear LANGBOURNE: Your letter of the 7th reiterates generally my tentative plan 
for determining the rights of the parties concerned with the Nicaro nickel facili- 
ties under the present operating agreement. 

We are suggesting this plan to Nickel Processing Corp. 

If this proposal is acceptable to all the parties concerned, we plan to submit to 
the Department of Justice for a definitive opinion, the briefs and memoranda, 
together with the brief of the General Counsel of GSA. 

Even if this proposal is not acceptable to Nickel Processing Corp., we would 
be glad to receive and consider any opinion your lawyers may have as a result 
of their study of the contract language involved. 

If both your company and Nickel Processing Corp., are agreeable, we would be 
glad to consider an exchange of briefs so that GSA could have the benefit of 
both companies’ comments or rebuttals. 

You will be advised of Nickel Processing Corp.’s reception of the proposed plan 
at which time we will be in a better position to advise regarding the timing, as 
requested by you. 

Cordially yours, 
EpMUND F. MAnsure, Administrator. 


Re Government-owned plant, Nicaro 


Mr. Harry C. WILDNER, 
President, Nickel Processing Corp., 
New York, N. Y. 

DEAR Harry: You will recall our recent discussions on the leasing of Nicaro 
facilities by GSA. 

As you know, Freeport Sulphur Co. is interested in the future of plant opera- 
tions at Nicaro and wishes to submit a lease proposal for consideration by the 
Government. 

Because of the public interest involved in the ultimate disposal of this plant, 
the General Counsel of GSA has undertaken a study of the parties’ rights under 
our operating agreement (GS—OO-B (D)-1504). 

If you so desire, you may have your lawyers undertake a similar study and ad- 
vise GSA of your position on the question of preferential rights of your company 
to negotiate a lease; or conversely, limitations on the power of GSA to dispose 
of this plant to others. A memorandum or brief, in support of your position, 
may be submitted. 

A similar suggestion has been made to Freeport Sulphur Co. 

After the briefs and memoranda are received, we plan to submit them to the 
Department of Justice along with the conclusions of the General Counsel of GSA 
for a definitive opinion. 

We feel that you will agree that this is an equitable plan for determining the 
rights of all interested parties. Freeport is agreeable to it. 

Cordially yours, 
EDMUND F.. MANsURE, Administrator. 


NICKEL PROCESSING CorRP., 
New York, N. Y., June 22, 1955. 
Mr. E. F. MANSURE, 
Administrator, General Services Administration, 
Washington, D. C. 

Dear Ep: Reference is made to the conference had between us in your Wash- 
ington office on Tuesday morning, June 14, and to your letter, dated . une 14, 
which reached me in New York on June 15. 

During our conference on the 14th, you exhibited to me, for my information and 
reaction, a letter directed to you as Administrator of General Services Admin- 
istration from the president of the Freeport Sulphur Co. The letter sought to 
confirm certain understandings alleged to have been reached with you relative 
to a proposal hereafter mentioned; and also relative to certain disposal pro- 
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cedures to be followed on the Nicaro plant and facilities presently operated by 
Nickel Processing Corp. under contract with the United States, acting through 
General Services Administration, dated January 15, 1951, as amended. 

My reading of the Freeport letter was so hurried, and my surprise at its con- 
tents so great that I may not be able to state its substance with accuracy. Ac- 
cording to my best recollection, it apparently sought to confirm certain under- 
standings with you, to the following effect: 

(a) That if and when the Government proposed to make disposition of 
Nicaro, you would see that Freeport had an equal opportunity to compete 
with Nickel Processing Corp. for the acquisition of it ; 

(b) That you did not intend to make any effort, or entertain any effort by 
Nickel Processing Corp. to negotiate a lease for the plant and facilities until 
early 1956; 

(c) That you now invited counsel for Freeport to make a study of the au- 
thority of the United States, acting through your office, to negotiate a lease 
for Nicaro under terms of said contract, as amended ; 

(d) That you, likewise, proposed to invite Nickel Processing Corp. to have 
its counsel make a similar study ; and 

(e) That upon receipt of briefs from the Freeport Sulphur Co. and 
from Nickel Processing Corp., you intended to submit the entire matter to 
the Department of Justice for its interpretation of your authority. 

Also, you inquired, in our conference, whether I had received a letter of 
invitation from your Administration containing such a proposal. I replied that 
I had neither received a letter, nor had I ever heard previously of any such 
proposal. Your letter was received after I returned to New York. 

I promptly expressed to you in this conference my reaction which I now re- 
affirm in writing. The proposal or suggestion is entirely unacceptable to Nickel 
Processing Corp. We must respectfully and regretfully differ with you. We 
are unable to see that it is fair, equitable or necessary ; and we do not care to 
participate in it. 

The United States, through its duly constituted officials, drafted and executed 
the original contract on Nicaro, January 15, 1951, and subsequently drafted and 
executed all 12 amendments to it. At the instance and request of the Govern- 
ment, this company, likewise, excuted these documents. We find it singular 
indeed that now, 4% years after date of the original contract, and more than 
2 years after you took office as Administrator of General Services, the Govern- 
ment should now question the authority and meaning of its own self-drafted 
contract. 

You have seen for yourself, and have congratulated us upon the success which 
this company, working in harmony with the committee representing your Ad- 
ministration, has achieved at Nicaro. By reason of the surprising turn of events 
reflected in our conference of the 14th instant, and your letter of the same date. 
we must place forthrightly on the record these obvious comments: 

1. This company’s contract with the United States is based upon valid and 
valuable considerations. Material and valuable inducements were held out to 
both parties to it, and incorporated into the contract. We know that we, in good 
faith, have fully and effectively complied with our contract commitments. We 
also know that we have a right to expect no lesser degree of good faith and 
performance from the Government in discharge of its obligations to Nickel 
Processing Corp. 

2. Pursuant to this contract, Nickel Processing Corp., with the aid of its 
Cuban associates, and with the help of its parent, National Lead Co., for years 
has diligently served the Government and your administration by dedicating 
inestimable and invaluable time, talent, and know-how to the solution of Nicaro’s 
complex problems. With pardonable pride, we submit that, through our efforts, 
this undertaking has had the constant attention of professional and technological 
management talent equal to the best that could be offered by any one company 
in American industry. Further, and consistent with our obligation, we have 
expended and invested substantial moneys in the program. 

3. If this company is deprived of any of its contract rights, or General Services 
Administration fails in material measure, er in good faith, to comply with its 
obligations to us, the damage will be irreparable. This is understatement. 

4. We think and are satisfied that the contract speaks for itself. We have 
no difficulty understanding our rights as well as the Government’s obligations 
under it, and we propose to protect them on all fronts, if necessary. 

5. With reference to the specific suggestion that you make, we presume that 
it is your prerogative to seek the counsel and ruling of the Department of 
Justice, even though this course of action, in the context and chronology of 
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this contract, does seem most unusual to us. Quite obviously, your suggestion 
is one by which a stranger, or company not a party to the Government-Nickel 
Processing Corp. contract, has everything to gain and nothing to lose; con- 
versely, for Nickel Processing Corp., it is a procedure that offers nothing at 
best but a reaffirmance of rights already ours by both the letter and spirit of 
the Government’s own contract. To the full extent of our right and power, 
we hereby record our objection and protest to this method which gives rise 
to grave concern on our part as to the Government’s present and future pur- 
poses in the administration of its contract with Nickel Processing Corp. 

Nothing that has been written in this letter, Ed, is intended in disrespect 
to you, your Administration, or the Department of Justice, for all of whom 
we have the highest regard. You will understand and appreciate, however, that 
our sentiments and convictions on Nicaro are sincere and deep-rooted. As far 
as we are concerned, if our contract rights need legal review and construction, 
we prefer judicial review and adjudication by resort to courts of appropriate 
jurisdiction in this country and in the Republic of Cuba. 

In view of the turn 6f events indicated by the Freeport letter to you, and 
your letter to me, I am sure that you will agree that it is only fair for us to 
be furnished the following material which we now respectfully and formally 
request of you: 

1. An inspection, copy, or permission to make copy of all correspondence 
between General Services Administration and Freeport Sulphur Co., or any 
other company, relative to the lease or sale of the Nicaro plant, or concerning 
the contract between United States and Nickel Processing Corp., dated January 
15, 1951, as amended. 

2. An inspection, copy, or permission to make copy of all data and contract 
commitments made between General Services Administration and Freeport Sul- 
phur Co., its subsidiaries and affiliates, in reference to its Moa Bay, Cuba, 
project, including pilot and process plant data and commitments. This material 
is desired and needed in connection with the preparation by Nickel Processing 
Corp. of a proposal of lease on the Nicaro plant and facilities to be submitted 
by us pursuant to paragraph (1) of amendatory letter No. 9 to letter agreement 
dated January 15, 1951. 

Respectfully yours, 
H. C. WiLpNer, President. 


Re paragraph 3 (D) of amended Nicaro operating agreement. 


Mr. H. C. WILDNER, 
President, Nickel Processing Corp., 
New York, N. Y. 


Dear Mr. WILDNER: Before leaving on a trip to our regional offices, the Admin- 
istrator asked me to reply to your letter of June 22. We think that the roi- 
lowing information and comments will clear up some of the points you raised 
therein. 

As you know, it is the general policy of GSA to accept competitive bias vu 
disposals of Government property. This policy is generally consistent with the 
public interest. 

In keeping with this general policy, Freeport Sulphur Co. has been assured 
that if and when the Nicaro plant is sold, it will have the opportunity to have 
any proposal it may care to submit considered on an equal basis with that of any 
other bidder. 

GSA has no understanding with Freeport Sulphur Co. that it will have an 
equal opportunity to compete with Nickel Processing Corp. for a lease prior to 
expiration of our Operating agreement, GS—-00—-B (D)-—1504, as amended. 

Freeport has been advised that the specific rights conferred on Nickel Process- 
ing Corp. by paragraph 3 (d) of the operating agreement, as amended, present 
a very involved question of law and one on which GSA lawyers have been work- 
ing for some time. 

It was then that they requested an opportunity to submit a brief on their inter- 
pretation of the referenced language. We agreed to this. It occurred to us 
that your legal staff might be interested in presenting your company’s inter- 
pretation, and it seemed only fair that they should have an opportunity to do so. 

In any event, we feel that submission of briefs on the legal questions here 
involved would be most helpful to us in arriving at a decision which must, in 
the final analysis, be the responsibility of GSA, although we may decide to 
seek the advice of the Department of Justice on the legal questions involved. 


67332—55——_12 
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Of course, if you consider that our interpretation of the contract provision is 
erroneous, whether or not based on the advice of the Attorney General, you are 
entitled to seek judicial review of the matter by appropriate proceedings. 

In light of these facts, it may be that you would like to reconsider your posi- 
tion on going along with our proposal of June 14. 

Nothing that has taken place nor any suggestions as to a future course of 
action should be interpreted as an act of bad faith on the part of GSA. This 
Administration is now and will always be willing to entertain any proposal your 
company may have to lease the facilities. 

It is the legal duty of this Administration as an independent agency of the 
Government to keep the Congress and the American public fully apprised on the 
current status of property in our custody and to advise and confer with any and 
all interested parties on any proposition pertaining thereto. 

We believe you will agree that Freeport Sulphur Co. certainly has sufficient 
interest in the plant and was within its rights in requesting information on the 
current retention and GSA plans for ultimate disposal. Interested parties have 
a right to expect specific and accurate answers to legitimate questions. We 
feel that this has been the situation here. 

They also have a right to expect that inquiries of this kind will be kept con- 
fidential. For this reason we must regretfully deny your request for access 
to correspondence between GSA and other parties relating to the status and 
availability of Nicaro. 

We must also deny your request for access to correspondence and contractual 
documents regarding Freeport Sulphur Co.’s nickel activities at Moa Bay, Cuba, 
until such time as the interrelationship of this activity and the Nicaro opera- 
tion is made more apparent to us. Our technical staff assures me that the 
technical and metallurgical problems are entirely different. 

Cordially yours, 
MAXWELL H. Bxxiortt, General Counsel. 





OUTLINE OF SUMMARY OF LEGAL AUTHORITY FOR OPERATION OF CUBAN NICKEL PLANT 
AT NICARO BY GENERAL SERVICES ADMINISTRATION UNDER LETTER CONTRACT WITH 
NICKEL PROCESSING CORP. 


The attached memorandum of law is submitted to demonstrate the legal basis 
for the operation described in the caption. In outline the subject matter is 
treated in sections as follows: 

I. Congressional and Executive action affecting the Cuban nickel plant at 
Nicaro resulting from the Korean emergency. 

II. Authority for the operation existing prior to the emergency: The Strategic 
and Critical Stockpiling Act (June 7, 1939, 53 Stat. 811), as amended. 

III. Authority of the Administrator of General Services after the Korean 
emergency to mine and procure nickel ores in Cuba, and have the same processed 
at Nicaro under the Defense Production Act of 1950, as amended. 

IV. Authority of the Secretary of Defense and the Administrator of General 
Services after the Korean emergency to utilize and/or lease the Cuban Nickel Co. 
plant at Nicaro under National Industrial Reserve Act of 1948 (Public Law 
883, 80th Cong.). 

(A) Purpose of existing letter agreement, as amended, between General Serv- 
ices Administration (hereafter called GSA) and Nickel Processing Corp. (here- 
after called NPC) is to lease this facility after an adequate experience record 
in the operation has been attained. Lease has not been consummated to date 
because it is not in interest of United States to do so. 

(B) As a result of the Korean emergency, United States has right to utilize 
the plant on an interim management basis looking to a lease for as long a period 
of time as the interests of the United States reasonably require. 

(C) As a result of the Korean emergency, under authority of the Defense 
Production Act as amended, and section 161, Revised Statutes (5 U. S. C. 22), 
the United States has right to utilize plant on an interim management basis for 
as long a period of time as the interests of the United States reasonably re- 
quire. 

(D) Finally, if there exists any valid question as to the right of United States 
to operate the plant, which is denied, such question may be disregarded by vir- 
tue of section 308 (b), Defense Production Act, as amended, which authorizes 
purchases, commitments, and processing under section 303 (a) and (c) to be 
made “without regard to the limitations of existing law, for such quantities, and 
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on such terms and conditions, including advance payments, and for such periods, 
but not extending beyond June 30, 1962, as the President deems necessary. 


[. Congressional and executive action affecting the Cuban nickel plant at Nicaro 
resulting from the Korean emergency 


In June 1950 the United States went to the defense of the Korean Republic in 
resisting the Communist invasion of South Korea. United States troops were 
placed in active combat as a part of the United Nations defense force. This 
emergency situation resulted in the conversion of the United States and much 
of the free world from its normal peacetime pursuits to an intensive defense 
effort and buildup. The following defense measures, among others, were rap- 
idly taken by the Congress and Chief Executive of the United States: 

(1) The Defense Production Act was passed (September 1950) which gave 
sweeping emergency powers to the Chief Executive. Among numerous grants 
of power under that act, as amended, were the following pertinent to the procure- 
ment of nickel: 

“Sec. 303. (a) To assist in carrying out the objectives of this act, the President 
may make provision (1) for purchases of or commitments to purchase metals, 
minerals, and other materials, for Government use or resale; and (2) for the 
encouragement of exploration, development, and mining of critical and strategic 
minerals and metals; 


* * * * * © + 


“(d) The procurement power granted to the President by this section shall 
include the power to transport and store and have processed and refined, any 
materials procured under this section.” 

(2) The Senate of the United States, through its Preparedness Subcommittee, 
studied, over a period of several months, the free world’s position with reference 
to the vital nickel situation, resulting in a report on January 8, 1951, recom- 
mending, among other matters, the immediate reactivation of the Cuban nickel 
plant at Nicaro. This report admonished the cognizant agencies concerned with 
the Cuban nickel plant at Nicaro to abandon “business as usual practices” and 
urged upon them the necessity for bold planning to diminish this country’s 
dependence upon the INCO nickel monopoly. (See Preparedness Subcommittee 
Report No. 4: Nickel, January 8, 1951.) 

(3) The Congress of the United States appropriated approximately $600 mil- 
lion as an additional amount for carrying out the Strategie and Critical Mate- 
rials Stockpiling Act of July 23, 1946 (50 U. S. C. 98), of which $26 million was 
directed to be made available for transfer to the appropriation “Operating 
expenses” for the reactivation of certain magnesium plants and the Cuban nickel 
plant at Nicaro (Public Law 843, 8list Cong., cited as “Supplemental Appro- 
priation Act, 1951,” approved September 27, 1950; and Public Law 45, 82d Cong., 
cited as “Third Supplemental Appropriation Act, 1951,” approved June 2, 1951). 

It is important to note that the Congress, in these appropriation statutes 
directed not merely the rehabilitation of these vital plants but more significantly 
and importantly, directed the reactivation of such plants, i. e., placing them back 
in production. 

(4) The President of the United States officially declared a state of emergency 
to exist December 16, 1950 (15 F. R. 9029). 


II. Authority for the operation existing prior to the emergency: The Strategic 
and Critical Stockpiling Act (June 7, 1939, 53 Stat. 811) as amended 

Under this law the Defense Department (as successor to the respective Secre- 
taries of the Navy and Army) was empowered through the medium of GSA 
(as successor to Treasury Procurement) to cause purchases of nickel ore and 
nickel products to be made in order to meet stockpile requirements. Pursuant 
to this authority, stockpile funds in excess of $50 million were originally obli- 
gated for the purchase, over a 5-year period, of nickel products from the Gov- 
ernment-owned Cuban nickel plant at Nicaro. Because funds borrowed pursu- 
ant to authorities contained in the Defense Production Act of 1950, as amended, 
subsequently became available to finance this and the broader objectives of the 
nickel program, the obligation of the stockpiling funds was canceled.’ Of course, 


The following limitations of the Stockpile Act, viz: 

(a) That materials purchased for stockpiling had to pass into the stockpile whereas an 
increased supply of the same materials was needed for consumption in the military and 
essential civilian programs in addition to that needed for stockpiling : 

(b) The need for a broadened authority to obtain materials not considered strategic and 
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the limitations of this law would not have permitted the Government’s resale 
of Nicaro products but it is clear authority to acquire nickel ores, in turn to be 
processed through the Government-owned plant at Nicaro. 

The Administrator of General Services under the Stockpiling Act, and pursu- 
ant to: 

(a) The directive of the Senate Preparedness Subcommittee described in sec- 
tion I (2) above; 

(b) The congressional appropriation for the reactivation of Nicaro described 
in section I (3) above; and 

(c) The directive of Secretary of Defense, acting through the Munitions 
Board placing nickel on the strategical and critical list pursuant to the captioned 
Stockpiling Act; 
had the right, the duty and the obligation to make the Government-owned indus- 
trial plant at Nicaro available for the processing of Cuban ores to meet stock- 
pile requirements.’ 


III. Authority of Administrator of General Services after Korean emergency to 
mine and procure nickel ores in Cuba, and have the same processed at Nicaro, 
under Defense Production Act of 1950, as amended 


The authority to procure nickel ores, to make provision for its exploration, 
development, mining, and processing was vested in the Chief Executive by the 
provisions of section 303 (a) and (d) quoted in section I (1) supra). The broad 
scope of this power is illustrated by the provision of the Defense Production Act 
which makes it clear that purchases or commitments to purchase and sales 
authorized under section 303 (a), may be made, by virtue of section 303 (b), 
“without regard to the limitations of existing law, for such quantities and on 
such terms and conditions including advance payments, and for such periods, 
but not extending beyond June 30, 1962, as the President deems necessary.” 

The above-described procurement authority in section 303 of the act was specifi- 
cally conferred upon the Administrator of General Services by Executive Order 
10161 of September 9, 1950, and was vested in him at the time he entered into 
contract commitment on January 15, 1951, with NPC,* on the Cuban nickel plant 
at Nicaro.* 

The Government’s Cuban nickel plant at Nicaro, built in World War II at 
tremendous cost to the taxpayers, the reactivation of which plant was com- 
menced by directive of Congress,’ as well as by the Secretary of Defense in late 
1950, was not only the logical but the sole available plant adapted to the process- 
ing of Cuban nickeliferous ore. This plant was then available to the Admin- 
istrator of General Services, it having been placed in the inventory of General 
Services Administration’s custodial reserve created pursuant to the National 
Industrial Reserve Act of 1948. By using this plant, vital nickel products could 
be processed not only to meet Government use in satisfying stockpile require- 
ments, but also for resale to defense-supporting industry. It was the Admin- 
istrator’s duty under the law to utilize this vital facility to the best interest of 
the United States as aforesaid. Indeed, he would have been remiss in the 
discharge of his official functions as the head of an executive agency of the 
United States if he had failed to utilize this Government-owned facility in the 
processing of Cuban ores. His legal authority to utilize this Government-owned 
plant is found in: 

(a) Federal Property and Administrative Services Act of 1949 (Public Law 
152, Sist Cong.), in pertinent part provides: 


rn ne at nevertheless necessary to support the military program generally, even though 
indirectly ; 

(c) The need for more adequate authority to make advance payments in connection with 
procurement : and 

d) The 5-year limitation on authority to contract: 
gave rise to sec. 303 of the Defense Production Act hereafter discussed which overcame 
such limitations (S. Rept. 2250 (1950, p. 19)). 


2 Under sec. 3 (c) of the referenced act the Administrator of General Services could have 
had ores procured for stockpiling processed through normal commercial channels. Certainly, 
it cannot be challenged that he could utilize a Government-owned plant to process such ores, 
particularly when it was the only plant in existence built and adapted, commercial or other- 
wise. to effectively process Cuban lateritic ores. 

’ Contract actually made with parent corporation, Mining Equipment Corp., with all 
parties to the letter agreement contemplating the creation of NPC to take over such 
commitment. 

* Later, this authority was vested in the Defense Material Procurement Agency (the same 
person serving in the dual capacity of Administrator of DMPA and GSA by Executive Order 
is} ar cae ee 28, 1951, which created the DMPA pursuant to the authority in sec. 304 

a) o e act). 

5Through its said Senate Preparedness Subcommittee’s report No. 4 on nickel described 

in sec. I (2) above and through the appropriation statutes described in sec. I (3) above. 
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“Src. 2. It is the intent of the Congress in enacting this legislation to provide 
for the Government an economical and efficient system for (a) * * * (b) the 
utilization of available property; * * *.” [Emphasis added. } 

“Sec. 202. (a) In order to minimize expenditures for property, the Adminis- 
trator shall prescribe policies and methods to promote the maximum utilization 
of excess property by executive agencies, and he shall provide for the transfer 
of excess property among Federal agencies and to the organizations specified 
in section 109 (f).” [Emphasis added.] 

(b) The Supplemental Appropriation Act, 1951, approved September 27, 1950, 
and the Third Supplemental Appropriation Act, 1951, approved June 2, 1951, 
described in section I (3) above. These appropriation statutes provided funds 
expressly for the purpose of reactivating the plants covered by the appropria- 
tions, including the Government-owned nickel plant at Nicaro. Certainly it 
cannot be seriously argued that the Administrator of General Services did not 
have the implied authority to furnish this Government-owned plant, the only 
plant built for and readily adapted to the processing of Cuban lateritic ores to 
the NPC, the Government’s contractor, for use in the performance of a Govern- 
ment procurement contract designed to furnish to the United Statse vital nickel 
products imperatively needed in the defense effort. This he did, with full author- 
ity to do so, upon such terms and conditions as he deemed necessary in the 
interest of the national defense effort. 

It is submitted that under the authority cited above in this section III, the 
Administrator of General Services had full authority to mine and procure nickel 
ore in Cuba and have the same processed through the Government-owned facility 
at Nicaro.° 

It is interesting to note that GSA has followed in substance this same pro- 
cedure in the case of graphite production, another strategie but less critical 
material. In order to meet the Government’s requirements for graphite, GSA, 
through a contract written and approved by its Office of General Counsel in 
January 1953, made available plancor 1254 (formerly known as the Benjamin 
Franklin graphite plant located at Chester Springs, Pa.) to the F. M. Equipment 
Corp. The contract took the following form: 

(i) A lease for a period not exceeding 5 years at a nominal rental of $1 
per year but terminable earlier after 6 months by either party ; 

(ii) The operator to serve as an independent contractor to process Goy- 
ernment ore in accordance with Government specifications ; 

(iii) All approved cost of the operation to be for the Government’s account, 
with the Government advancing funds to cover the operation within specified 
limits ; 

(iv) The operator’s compensation prescribed in the form of a fixed fee; 

(v) Title to the ore as processed and produced to be in the Government; 
and 

(vi) The operator to act as the Government's selling agent for the sale 
of graphite, pursuant to the Government’s instructions. 

There is no material factual difference between the graphite operation above 
described, and the Government’s nickel operation at Nicaro. In both cases, a 
Government-owned plant is made available by GSA to a Government contractor 
for the purpose of producing a strategic and critical material required by the 
Government in the defense effort. Should the form of the graphite contract 
commitment (a pure management contract on a cost-plus-a-fixed fee basis, but 
in the form and guise of a nominal lease) be considered preferable to the language 
of the letter agreement in the nickel operation, then the letter agreement on the 
nickel operation can be conformed to the graphite pattern by the device of a 
simple brief amendment. In this connection it is important to note that the 
operation of the nickel plant at Nicaro is under a supplemental or amended 
letter agreement; no formal definitive contract has yet been drawn; and, there- 
fore, no problem is involved in converting it to the pattern of the graphite con- 
tract should it be deemed desirable. As we view it, however, any dissimilarity 
between these contracts is purely imaginative, specious, and a matter of form. 


IV. Authority of the Secretary of Defense and the Administrator of General 
Services after the Korean emergency to utilize and/or lease the Cuban Nickel 
Co. plant at Nicaro under National Industrial Reserve Act of 1948 (Public 
Law 883, 80th Cong.) 


(a) Purpose of existing letter agreement, as amended, between General Serv- 
ices Administration (hereafter called GSA) and Nickel Processing Corp (here- 


_ © Legal title held in name of Cuban Nickel Co., a Cuban corporation, the stock of which 
is wholly owned by the United States. 
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after called NPC) is to lease this facility after an adequate experience record in 
the operation has been attained. Lease has not been consummated to date 
because it is not in the interest of United States to do so. 

The pertinent portions of Public Law 883 follow: 

“Src. 6. Subject to provisions of section 7 hereof, the Federal Works Agency 
[now GSA] is hereby authorized and directed to accept the transfer to it of 
such excess industrial property as is directed to be transferred to it under section 
+ hereof and, as and when directed or authorized by the Secretary of Defense 
pursuant to section 7 hereof, to utilize, maintain, protect, repair, restore, reno- 
vate, lease, or dispose of such property. * * * 

“Sec. 7 The Secretary of Defense, with respect to property in the national 
industrial reserve, is authorized when he deems such action to be in the interest 
of national security— 

(1) to establish general policies for the care, maintenance, utilization, 
recording, and security of such property transferred to the Federal Works 
Agency [now GSA] pursuant to section 5 hereof ; and 
* * * om * + * 


(3) to direct the leasing of the Federal Works Agency [now GSA] of any 
of such property to designated lessees ; and 

(4) to authorize the disposition by the Federal Works Agency [now GSA] 
of any of such property by sale or otherwise when in the opinion of the 
Secretary of Defense such property may be disposed of subject to or free 
of the national security clause provided for in section 5 hereof: * * *” 

The Secretary of Defense directed the Administrator of General Services to 
lease the plant to NPC on terms and conditions which said Administrator deter- 
mined to be in the best interest of the Government. Pursuant to this directive, 
the Administrator entered into a 5-year contract with NPC. As a prudent 
measure, said Administrator provided that NPC would be obligated within 11 
months after full production was attained (approximately August 1, 1953) to 
submit an acceptable lease of this plant to the Government, failing in which 
the Government would have the right, but not the obligation, to offer the plant 
to the public for lease or other disposition. Prior to the expiration of the 11 
months’ period, and in the light of developments concerned with the operation 
at Nicaro and the overall nickel situation of the United States, the Administrator 
of General Services determined that it would not be to the best interest of the 
Government to consummate a lease contract on the plant at Nicaro. This deter- 
mination by the Administrator was made without any question of default on the 
part of NPC to submit an acceptable lease as contemplated by the original letter 
agreement. His judgment was motivated by (i) the then overall nickel situa- 
tion in view of international developments; (ii) the probability that the plant 
in Cuba might be expanded with all the attendant disturbances in production 
and cost factors; (iii) the necessity for improving the present nickel product 
at Nicaro; and other reasons considered valid by him but unnecessary to recite 
here. Thereafter, on January 23, 1953, said Administrator executed an amend- 
ment (known as amendatory letter No. 9 to the NPC letter agreement) which 
extended the interim management period, and removed the 11 months’ require- 
ment for the submission of a lease by NPC. This amendment did not alter the 
original 5-year commitment of the plant to NPC; each party has the right to 
submit proposals of lease and each has the obligation to negotiate in good faith 
to the end that a mutually acceptable lease can be reached whenever a lease 
proposal is submitted by either. 

Since this amendment, attention has been focused on improving the various 
forms of nickel products to be produced at the Nicaro plant, a capital addition 
to the plant at Nicaro for the production of sintered oxide has been authorized, 
and it is expected that sinter will be in production by early 1954. Substantial 
progress has been made to date on the metallic program at Nicaro which is 
now being tested in various laboratories. With a view to these and other re- 
search developments, it may well be that much, if not all, of the original 5-year 
period for which the plant is under commitment to NPC may be consumed before 
sufficient operating and cost experience will have been obtained to warrant the 
Government’s entering into a long-term-lease commitment on this facility.’ 

In summary, it is submitted that it is within the purpose and purview of 
the letter agreement as amended to lease this plant to NPC as soon as it is 


_7On September 7, 1945, a proximately 22 months after commencement of operations 
Nicaro wrote RFC that it could not consider private operation until it had better informa- 


tion on (a) the operating performance of the plant; Nicaro felt that the plant was only 
just reaching the stage of normal operations, and that it needed further cost experience. 
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determined to be in the best interest of the United States to do so; and that 
the reason such lease has not been consummated to date is that in the judg- 
men of the Administrator of General Services it has not been in the best interest 
of the United States to do so. 

(b) As a result of the Korean emergency, United States has right to utilize 
the plant on an interim management basis looking to a lease for as long a period 
of time as the interest of the United States reasonably requires. 

Critics of the present Nicaro operation have no legal peg on which to sustain 
an argument. The only position available to them is this: GSA, they allege, 
has no authority to permit NPC to operate the plant on an interim management 
basis looking to a realistic lease of the plant because the right to utilize does 
not give the Government a right to operate the plant for the Government’s ac- 
count, even during an interim period in order to obtain necessary cost and 
production data. Let us examine this position. 

The legislative history of this act clearly indicates that Congress did not 
anticipate that any standby industrial plant placed in the custodial reserve 
created under this law would be operated by the Administrator of General 
Services in peacetime competition with private industry. The intent of Con- 
gress is clearly evidenced by the following declaration of policy which is quoted 
verbatim from this legislation: 

“Sec. 2. In enacting this Act, it is the intent of Congress to provide a compre- 
hensive and continuous program for the future safety and for the defense of 
the United States by providing adequate measures whereby an essential nucleus 
of Government-oined industrial plants * * * may be assured for immediate use 
to supply the needs of the armed forces in time of national emergency or in 
anticipation thereof * * *,” 

The obvious intention of Congress that these reserve plants should not be 
used except in time of national emergency or in anticipation thereof is not to 
be construed as a prohibition against the utilization of such plants to serve the 
production purposes of the Government and the armed services in time of emer- 
gency. Until the Korean development and the resultant emergency created 
thereby, there was no reason for the Government itself to operate any of these 
reserve facilities. However, upon the happening of the emergency, these plants 
immediately became available for operation by the Government under manage- 
ment contract or in any other manner that would serve the Government’s 
interest. To hold otherwise would defeat the very purposes of the legislation 
designed to assure the utility and availability of these reserve industrial facilities 
for the immediate use to supply the needs of the Armed Forces in time of 
national emergency. 

It certainly cannot be convincingly argued that once a state of emergency arose, 
the Secretary of Defense could not operate a vital plant required to supply the 
urgent needs of the Armed Forces: but that he would have to resort to a lease or 
sale of such property in order to do so. Suppose the lease or sale were not in 
the interest of the Government? Suppose such procedure would result in the 
United States having to pay a much higher price for the vitally needed products 
of the plant? Such a position would lead to absurd lengths. These factual 
matters should be evaluated in any consideration of such an argument. 

1. The United States in the interim management operation of the Nicaro 
plant is not in competition with any United States producer of nickel at this 
time because there are no such producers. Every concern in the United States 
which hopes to produce nickel is far from the production stage; what they are 
doing is induced by heavy Government subsidies from Defense Materials Pro- 
curement Agency in the hope that more nickel will eventually become available 
for the defense effort. 

2. The chairman of the Senate Preparedness Subcommittee in his letter to 
the Munitions Board under date of October 24, 1950, stated in pertinent part as 
follows: 

“T understand that the General Services Administration, after clearance with 
the Munitions Board, has until recently been making efforts to sell or lease the 
United States Government-owned nickel plant at Nicaro, Cuba, subject to a 
national security clause. I am informed that a conclusion has now been reached 
that the plant should be rehabilitated and operated under management contract 
and that several indications of interest for operation of such facilities were 
recently transmitted to the Munitions Board by GSA. I am happy to learn that 
because it is my view that no Government-owned facility which can produce 
materials needed for the defense program should be disposed of but rather should 
be reactivated and operated under management contract.” 
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3. GSA had no experience in cost or in the operational problems that might be 
encountered with an old plant hurriedly reactivated, and recognized that many 
problems would beset an old plant which a new one would not encounter. It 
could have leased to ASARCO but wisely refused to do so because of lack of 
experience—the record now proves the wisdom of this determination. We are 
today selling nickel oxide in bags at 5414 cents f. o. b. Nicaro—in cans at 5544 
cents f. o. b. Nicaro. I have been advised that direct cost of production since 
reactivation (without consideration of depreciation, amortization, and other 
fixed capital expenditures) has averaged less than 40 cents per pound. The 
United States is 15 to 20 cents a pound better off on the production at Nicaro 
under the NPC operation than it would have been under the ASARCO proposal. 
In round figures and translated into money, predicated on a 27 million pound 
annual production base, giving full effect to the rental which would have been 
paid under the ASARCO proposal, the United States, through the NPC operation, 
is effecting a saving over the ASARCO proposal ranging from $3 million per 
year to $4,400,000 per year. 

4. The present interim management operation is conducted under and with the 
benefit of a sweeping tax-exemption decree granted the United States by the 
Cuban Government which will be effective only until the plant is leased. Whena 
lease is consummated, the lessee will be required to.pay custom and import duties 
and operating taxes from which the interim operation is exempted. 

5. It must be recognized that any lease of the plant will contemplate a Govern- 
ment procurement contract, under which the Government will guarantee to the 
lessee that the United States will take half or all of the production at market 
price or on an escalated price, whichever is the higher. Realistically, this means 
the United States will pay many cost factors not now required of it such as taxes 
and Lessee’s profit on the operation. 

(C) As a result of the Korean emergency, under authority of the Defense 
Production Act, as amended, and section 161, Revised Statutes (5 U. 8S. C. 22), 
the United States has right to utilize plant on an interim management basis for 
as long a period of time as the interests of the United States reasonably requires. 

The Secretary of Defense under section 161, Revised Statutes, had full 
authority to utilize the plant at Nicaro in any manner consistent with the interest 
of the United States. 

Section 161 of the Revised Statutes (5 U. 8S. C. 22), provides that “the head 
of each department is authorized to prescribe regulations, not inconsistent with 
law, for the government of his department, the conduct of its officers and clerks, 
the distribution and performance of its business, and the custody, use, and preser- 
vation of the records, papers and property appertaining to it.” 

In 40 Opinions, Attorney General 173, April 7, 1942 (opinion No. 49), the Secre- 
tary of the Treasury requested an opinion of the Attorney General whether the 
Treasury “can lease or license the use of ‘free silver’ in the place of copper for 
war production in both Government and privately owned plants under an agree- 
ment to assure the return of the silver?” The Attorney General stated: 

“Licensing or other similar permission to use the ‘free silver’ is also authorized 
by section 161 of the Revised Statutes (U. S. C., title 5, sec. 22). * * * 

“Revocable licenses in the public interest for the use of Government property 
can be and have been granted many times under this statute. Illustrative is 34 
Opinions 320, in which Attorney General Stone held that the Secretary of the 
Navy had the power to grant revocable licenses to use Government-owned patents 
without specific Congressional authority. 

“Aside from the question whether the war powers of the President under 
the Constitution may, under certain circumstances, authorize the President to 
dispose of property of the United States independently of the constitutional 
provision authorizing the Congress to make and regulate such dispositions, it 
is clear that the Congress, in section 161 of the Revised Statutes, has given 
the head of a department power—short of complete alienation of title and 
control—over ‘the custody, use and preservation’ of such property. Under the 
statute, the Secretary of the Treasury is empowered to permit the use of free 
silver when he does not relinquish paramount control over it. But such per- 
mission to use must result in a benefit to the Government. The benefit need 
not be consideration in a technical sense. Under the circumstances stated, 
the Government would be arranging for the use of the silver to permit the release 
of copper—a strategic and critical material vitally necessary in the manufacture 
of articles of war. Such a benefit is of the highest order. For Government, 
as for individuals, self-preservation is one of the first rules of existence. 

“But such a benefit alone is not sufficent to justify a windfall to a private 
manufacturer. The lease or license should be so drafted that any exorbitant 
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profit which might accrue to a private manufacturer by substitution of silver for 
copper would be compensated for by some payment or other benefit flowing 
from the private manufacturer to the United States. The payment or other 
benefit need not be exactly equivalent; a broad range of negotiation, of course, 
exists in which the Secretary may use his administrative discretion.” [Italics 
supplied. ] 

Although the Attorney General was asked to rule upon the authority of the 
Secretary of the Treasury to either lease or license silver, the authority of a 
head of a department under section 161, supra, over the “custody, use, and 
preservation” is not necessarily limited to leases or licenses. The Attorney 
General speaks of licenses “or other similar permission” to use such property, 
and such power exists in a broad sense, short of complete alienation of title 
and control of such property. 

The ruling of the Attorney General with respect to the power of the head 
of a department to authorize the use of property under his control is particularly 
applicable to the situation where Government-owned facilities are furnished 
either by provision in a supply contract or by a special facilities contract to 
contractors producing supplies for the Government. The use of such property 
results in a benefit to the Government, since the use of such property results 
in the reduction of the cost to the Government of the supplies furnished the 
Government. 

In 34 Opinions, Attorney General 320, 326, the Attorney General in ruling 
that the Secretary of the Navy had the power to enter into an agreement with 
private companies to grant nontransferable, nonexclusive, revocable licenses to 
use Government-owned patents said: 

“Under section 161 of the Revised Statutes, the head of each department 
regulates the custody, use, and preservation of property pertaining to it. So 
that it may be said that while the Constitution prohibits the alienation of the 
title, ownership, or control of Government property without congressional sanc- 
tion, Congress has given the head of a department authority and control over 
the ‘use’ and preservation of such property in his charge.” 

(D) Finally, if there exists any valid question as to the right of United States 
to operate the plant, which is denied, such question may be disregarded by virtue 
of section 303 (b) Defense Production Act, as amended, which authorizes pur- 
chases, commitments, and processing under section 303 (a) and (c) to be made 
‘without regard to the limitations of existing law, for such quantities, and on 
such terms and conditions, including advance payments, and for such periods, 
but not extending beyond June 30, 1962, as the President deems necessary.” 
[Italics added. ] 

Any reasonable doubt as to the right of the United States to operate the plant 
is completely dispelled by consideration of the quoted provision and the authority 
and duty to procure and process metals and minerals in accord with section 303. 
Besides this express authority to disregard the “limitations of existing law” 
in the program for procurement and processing of strategic and critical mate- 
rials, it is apparent that with respect to the use of Government property, sections 
2 and 202 (a) of Public Law 152; sections 2, 6, 7, and 8 of Public Law 883; and 
sections 303 and 304 of the Defense Production Act are in pari materia and must 
be construed together to give effect to title III of the latter act during this period 
of national emergency. 

(Prepared by Leonard E. Nelson, consultant, August 10, 1953.) 


CORRESPONDENCE WITH MR. HERBERT SOLOW AND RELATED 


DOCUMENTS 
Marcu 28, 1952. 
To: The Files. 
From: Irving Gumbel. 
Subject : Fortune’s Article on Nicaro. 


One of the most amusing features of this article, which was obviously inspired 
by Freeport Sulphur and American Smelting & Refining Co., is the complaint 
that GSA disposed of the property to the N. V. Billiton Maatschappij, a Dutch 
company, rather than to Americans. The American Smelting & Refining Co. 
seems to have forgotten that in 1946 it organized a company in which the same 
Dutch company and the Swiss aluminum trust held 49 percent of the stock, 
and which attempted to acquire some of the Government’s owned aluminum 
facilities. At that time American Smelting & Refining did not point out the 
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undesirability of foreign concerns having interest in Government-owned surplus 
plants, nor did it point out Billiton’s participation in the tin cartel, nor the Swiss 
Aluminum Co.’s participation in the international aluminum cartel. 

The fact that Billiton controls large nickel deposits in the Celebes which it 
may be able to put into production as a result of its experience with Nicaro, far 
from being an objection is, in my judgment, the most important reason for 
awarding Nicaro to Billiton. After all, the free world remains desperately 
short of nickel, and any move which promises to ultimately increase production 
is of great advantage to this country and its allies. 

The proposal of American Smelting & Refining was in no sense a bona fide 
offer to lease the plant in view of the fact that the Government would have been 
obliged to purchase the output at a profit to the operator. The only real differ- 
ence in practice between that proposal and Billiton’s agreement, is that the 
latter limits the contractor’s profit to his fee, while the former places no limita- 
tion on the profits which the contractor might theoretically make at absolutely 
no risk to himself. 

IRVING GUMBEL. 
MarcH 27, 1953. 
To: Mr. Russell Forbes, Acting Administrator. 
From Herbert C. Plummer, Director, P. L. and R. 
Subject : Background on Fortune’s Attacks on Nicaro Nickel. 


In view of Fortune magazine’s (Herbert Solow, member of the board of editors, 
in particular) past criticism and apparent determination to renew the attack 
in the May issue of that publication, I thought I should give you an analysis of 
the whole situation to the present. 

I apologize for the length of the attached, but I deem it necessary that we 
have a complete statement for the record. 

For nearly a year Herbert Solow of Fortune magazine has exhibited a persis- 
tent curiosity about GSA’s management of the Government’s giant nickel plant 
at Nicaro, Cuba, but Fortune’s readers have not been rewarded with a new 
chapter in Nicaro’s history since Solow charged GSA with bureaucratic sloppi- 
ness and suggested even more serious grounds for accusation in Nicaro: Round 2 
in Fortune last June. 

Solow’s avid interest in Nicaro is understandable. As Fortune’s nickel expert, 
he has been much concerned with Nicaro, in and out of operation, but his sharp- 
ened curiosity took a new turn about 12 months ago when GSA replaced the 
International Nickel Co. as a favorite target. Back issues of Fortune indicate 
that Solow’s interest has been marked by three separate phases. 

The first came late in World War II when Nicaro was first in operation as a 
war plant turning out nickel to make up a crucial war-making deficit. Solow 
traveled to Cuba and wrote a standard article marveling at the feat of con- 
structing and operating the big nickel plant in tropical semiwilderness. Un- 
doubtedly the installation merited the credit it received. 

The second phase coincided with the disappointing, at least to Solow, postwar 
shutdown at Nicaro. In this stage, the International Nickel Co. was portrayed in 
the reprehensible light of a price monopolist which had shoved Nicaro Nickel Co. 
and its owner, Freeport Sulfur Co., out into the rain. The simile is apt. Earlier 
Solow had hailed the “little gentlemen” operating Nicaro as the type likely to 
win the privilege of sitting under the price umbrella which INCO was said to 
hold. This thread of criticism persisted until the Korean outbreak brought a 
renewed high-pressure need for nickel and the prospect that the United States 
would go back to Nicaro for the alloy metal. 

The third took shape after Nicaro had been restored to partial operation by 
the Nickel Processing Co., a firm in which Dutch, American, and Cuban capital 
were participating. A Dutch firm, Billiton, owned the controlling interest. As 
this firm had had dealings with INCO, according to Solow, its choice was vehe- 
mently attacked in an article in which GSA was adjudged to have done no better 
than bungle the job and perhaps had been disloyal to boot. Solow’s basic premise 
was that GSA had made a poor choice when it failed to select as the Nicaro 
operator the American Smelting & Refining Co. The article appeared in the 
April 1952 issue of Fortune under the interest-sparking title of The Struggle for 
Nicaro. Interestingly, GSA had cooperated with Solow in its preparation by 
offering access to many technical documents and by answering innumerable 
questions. 

Another article, Nicaro: Round 2, was published in the June issue after Billiton 
had sold its share of the Nickel Processing Co. to the American and Cuban part- 
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ners. In this installment, the premise was that the American owner of the 
majority interest, the National Lead Co., was deficient in nickel experience and 
the Cuban minority partner was a cloak for boodlers, pure and simple. Billiton’s 
departure had not deprived Solow of a target; he concentrated the fire more 
heavily on GSA. 

This background sketches the Solow approach. Except in the original World 
War II article, he has failed to find anything creditable in the Nicaro situation. 
Targets have been varied and many. They have included INCO, Billiton, GSA, 
National Lead, the Cuban participants, and assorted officials of the United States 
Government, including an ambassador, an official of the National Security Re- 
sources Board, and the members of the Magnesium and Nickel Committee of 
GSA—to list a few. 

The persistently critical attitude has been discernible, moreover, in the series 
of questions with which the Fortune editor has explored GSA’s management ac- 
tivities in the Cuban nickel fields. Four sets of questions have been submitted 
beginning in April 1952 and continuing until the present time. Except for the 
June article, no further reference to Nicaro has appeared in Fortune. At 
present an article prepared for the April 1953 edition apparently has been re- 
specialized grasp of nickel production. 

The series of questions has several notable characteristics— 

First, the questions often deal with technicalities outside the general run of 
news, even in Fortune. Presumably this is to be accounted for by Solow’s 
specialized group of nickel production. 

Second, they reveal a preoccupation with legalistic terms and conditions in 
various contracts, agreements, and amendments thereto which form the necessary 
legal framework for an operation like Nicaro. Ordinarily these details are of 
little concern to anyone except the operating firm which must carry them out. 
The presumption is that Solow, as a guardian of public virtue, is searching for 
unwarranted acts upon the part of GSA. 

Third, they occasionally reach for information in the security orbit. This, 
too, is explainable by Solow’s need to mill all possible facts into a finished article. 

Fourth, at times the questions are satisfied with partial facts provided they 
are delivered at once—for study. This is somewhat foreign to usual editorial 
practice. 

This is the visible pattern. Editorial zeal, of course, could account for much 
of it. But this reasonable explanation must be weighed against the lack of 
balance in Solow’s approach, the persistence with which the subject of Nicaro 
is pursued when other comparable periodicals display only cursory interest and 
the continuous thread of concern with angles which are outside ordinary bound- 
aries of news. The pattern suggests that Solow is motivated by something other 
than news interest in dealing with Nicaro. 

There is the possibility that the GSA statement in self-defense against Solow’s 
article of April 1952 could be a continuous source of inspiration for self-justi- 
fication. It should be noted, however, that the April article so derogatory to 
GSA and others associated with the Nicaro enterprise was prepared with GSA 
cooperation. The article, moreover, was notably deficient in casting up the 
pros and cons. 

Another possibility is that Solow is acting in behalf of the former operators of 
Nicaro and is interested in helping them regain the operation of the plant under 
the leadership of the American Smelting & Refining Co. This hypothesis, of 
course, is in the realm of speculation, but the pattern of Solow’s articles and 
questions gives it some measure of tenure. In any event, Solow has demon- 
strated that he is not disinterested, not wholly objective in his attitude. 

In spite of the hostility displayed by Solow and the curious bent to his ques- 
tions, there has been a conscientious effort to supply him with the information he 
has requested. Naturally, in view of the bias and the growing possibility that 
another use than publication was the basis of the inquiries, the questions have 
been weighed with greater meticulousness than the common run of inquiries 
from writers and reporters. Ordinary prudence dictated extreme care in safe- 
guarding answers from being interpreted to mean other than the fact. On occa- 
sion the information was not readily procurable, partly because of the technical 
character of the questions and partly because they often sought current produc- 
tion data prior to their compilation. As a result, Solow has not always received 
the information as promptly as he requested it. For the most part, the delay 
has reflected the necessity to query Nicaro and tally current figures on the oper- 
ations there. 

Only in case of the first set of questions, received in April 1952 shortly after 
the Struggle for Nicaro appeared, was the information requested and prepared 
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for Solow not transmitted. This set of questions actually was received in two 
batches in letters dated on the 13th and 22d of the month. The first contained 
6 questions largely devoted to Nicaro’s operations; the second put forward 15 
questions ostensibly as a restatement of the first group but actually dealing 
with the transaction by which Billiton sold its interest in the Nickel Processing 
Co. These were in part questions to which GSA could not respond. In any 
event, an answer was prepared dealing with each question separately and re- 
sponding to those which were answerable. As a policy decision, however, the 
answer was withheld, and instead a letter was written to Solow seeking a cor- 
rection to the April article and affirming that GSA would cooperate with Solow 
upon a fair-play basis. It should be noted that, from a public-relations view- 
point, the likely futility of this course was pointed out. The event so turned 
when the June issue of Fortune carried the article, Nicaro: Round 2, in which 
Solow acidly commented on the failure to receive a reply. 

A lull of several months was broken by the second set of questions in a letter 
dated August 6, 1952. These dealt with the production record at the Nicaro 
plant, then only recently in full operation. Solow was so advised, questions 1 
and 8 were answered directly, and he was informed that facts and figures on 
operations (questions 2 to 7) were being collected by prior decision to be made 
available to the press when they had been analyzed. This took place on Sep- 
tember 14. 

In late October Solow opened the third round with a letter dated on the 31st 
requesting production figures for July, August, September, and October. A 
reply pointed out that these figures were unavailable at the time but would be 
forwarded upon receipt from Nicaro. Solow protested the delay. As a result 
of the interchange of correspondence he indicated that he wanted the information 
for “study, if not to discuss publicly.” Subsequently he received monthly figures 
for January 1952 through November 1952, and in January 1953, upon a supple- 
mental request, the December figures were sent forward as soon as they were 
received. 

The fourth in the series of questions was telegraphed to GSA on March 13. 
These dealt with highly technical production aspects of the Nicaro operation. 
Solow followed up by coming to Washington on the 17th for a discussion at which 
he posed many further questions. The oral inquiries veered toward the status 
of the present operator, the Nickel Processing Co., and sought to elicit informa- 
tion about lease arrangements under which the company may convert its man- 
agement-fee operation to a commercial operation. These and similar questions 
were answered to the extent possible in a series of two letters on March 18 and 
20. On the latter date Solow chose to interpret the production data furnished 
to him to mean that the United States would be unable to meet its commitments 
to the International Materials Conference “with damage to United States nickel- 
consuming industries” in spite of the fact that the figures show that Nicaro is 
producing more nickel than in 1946—the banner year in the previous run. The 
telegram containing Solow’s views was received at nearly 6:30 p. m. on the 20th 
with a request to comment by no later than that time. He was informed that 
Nicaro production is expected to live up to the estimate given INC. On the next 
working day—Monday, March 23—Solow volunteered the information that the 
article he had been working on has been postponed until Fortune’s May issue. 

In Solow’s long telegram of March 20, he complained that some of his questions 
have gone unanswered. The fact is to the contrary except for the questions 
of last April which dealt largely with the Billiton-National Lead-Cuban transfer 
of ownership and to which Solow has not again referred. A few of the questions 
offered in the last round are still pending, of course, but otherwise either the 
information has been obtained or he has been informed that the question was 
not properly addressed to GSA. 


Apri 29, 1953. 
Mr. JOsEPH P. BONNER, 
Nickel Processing Corp., 
New York, N.Y. 
Dear Mr. Bonner: This will confirm the request made to you by telephone on 
April 29, by Mr. Herbert C. Plummer, Director of Information for General 
Services Administration. 


Mr. Plummer requested the following operational data concerning operations 
at the Nicaro nickel plant: 


Monthly tonnage of ore to process 
Monthly ammonia losses in terms of pounds per ton or ore 
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Monthly furnace plant and leach plant recovery figures 

Monthly inventory of nickel carbonate in storage 

Monthly days of downtime of calcining kiln for maintenance reasons, break- 
down, or other causes to be indicated 

Monthly inventory of off-quality oxide requiring further treatment and indi- 
cation of whether this oxide is booked as product in the month of initial 
treatment or the month of retreatment 

Monthly figures of nickel in solution 


We understand your reluctance to furnish this information to Fortune maga- 
zine’s representative directly. We would, however, appreciate you sending it to 
us as quickly as it is assembled. 

Sincerely yours, 


May 4, 1953. 
To: Mr. Mansure. 


From: Herbert C. Plummer. 
Subject : Nicaro nickel. 


The following arguments are advanced by the GSA operating officials in 
charge of the Nicaro nickel plant, and concurred in by the Defense Materials 
Procurement Agency, why we should not furnish Fortune magazine (Mr. Herbert 
Solow, a member of the board of editors) with certain cost information he 
requested : 

(1) Publication might well jeopardize our negotiations with other producers 
of nickel; 

(2) Publication might well create a resistance on the part of other nickel 
and metallurgical producers doing business with the Government if they got 
the impression that we release any and all information they furnish us; 

(3) The data in question affords a superficial adverse comparison with the 
premium prices which the Government already is paying for nickel. (We have 
existing contracts with Falconbridge and the International Nickel Co. whereby 
we are paying as much as $1 a pound for nickel. We are producing nickel at 
Nicaro for 35 cents a pound in direct costs (without depreciation or capital 
charges) and selling it for 60 cents a pound) ; 

(4) Nicaro has been in operation for only 8 months and is still in a shakedown 
period. The time has not arrived when we are able to release information with 
a certainty that operations will continue on or near this level. There is recogni- 
tion, however, that such a report should be released at the proper time; 

(5) There is still a possibility that the nickel-producing facilities at Nicaro 
will be expanded. It would not be in the national interest for Freeport Sulphur 
and others to have our cost figures and recovery rates at this time when we 
know that Freeport Sulphur is discussing with the Government proposals to 
enable them to engage in nickel production of their own in Cuba. 

Freeport Sulphur has announced that they have made large discoveries of 
nickel ore in the Moa Bay region of Cuba. Freeport has sought (a) a Govern- 
ment guaranteed loan, (6) a purchase contract, and (c) a certificate of tax 
amortization. 

It should be noted that the position of the Department of State is identical 
with ours—that the release of these figures at the present is not in the national 
interest and may endanger the Nation’s security. 


May &, 1953. 
To: Mr. Mansure. 


From: Herbert C. Plummer. 
Subject: Nicaro Questions of May 7, 1953. 


Answered below are the questions you indicated to me yesterday you wanted 
answered: 


By Mr. Solow 


No. 1: Breakdown of reactivation costs into three components. 


{newer 
We have twice given Mr. Solow information on this point, but we have not 
given him the breakdown. 
The reason is that the records have not been kept in a form which readily 
perinits such a segregation. This should not be a matter of criticism: the re- 
quest could not be anticipated. 
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The breakdown can be obtained, but this would amount to a small research 
project. 

The purport of the question is that the General Services Administration and 
the Nickel Processing Corp. have done nothing more than utilize the Freeport 
survey and that this is unfair, if not infamous. There have been, however, addi- 
tional improvements and additional rehabilitation, but their extent is uncertain. 
The roughest of curbstone judgments (one we would not care to advance very 
far without benefit of research) is that the additional work runs at least 10 per- 
cent and possibly as much as 20 or 25 percent beyond the Freeport proposals. 
There has been, still in addition, townsite improvements which add up to a 
presently unascertained item (it can be figured) which, at first blush, may seem 
to have little to do with the plant. But the present Nicaro operation has been 
marked by a high stability and high productivity of labor (especially in contrast 
with the Freeport operation which was marked with labor strife). Presumably 
there is some cause-effect relationship here. 

No. 2: What is the trend of costs? 


Answer 


It is downward. This material is still being assembled in pinpoint form. 
No. 3: Ore tonnage and percentage of nickel content. 


Answer 
The tonnage has been obtained. The second can be obtained. 
By the Administrator 


No. 1: Why were the terms of the contract changed by the amendatory letter 
No. 9 of January 29? 


Answer 


We have answered this question in the intricate, technical detail which Mr. 
Solow says he wants on several occasions. Specifically, the question has been 
dealt with directly in our letters of May 6 (answer to question 20) and May 5 
(answers to an unnumbered question and question 20) ; other material supplied 
to Mr. Solow has touched on it. 

Boiled to their essence, these answers sum up to the following four points: 

1. The letter of intent was binding on the contractor to propose and on the 
Government to accept an “acceptable” lease arrangement within 11 months after 
full operation with 30 days of negotiating grace. 

2. The obligation on the Government to accept a suitable proposal was of great 
value to the operator. Reason: Direct operating costs are about 37 cents a 
pound of nickel ; market prices are about 60 cents a pound. (Nore.—The first of 
these figures has not been disclosed to Mr. Solow.) 

3. A decision was made not to accept the lease for reasons extraneous to it. 
The reasons were three in number: (1) Expansion of Nicaro is pending; (2) the 
product should be improved in form; (3) until the product is improved the 
national stockpile would probably be the only market for nickel oxide, in contrast 
with nickel metal, in excess of the plant’s present capacity. (Nore.—The last 
reason is classified and hence has not been disclosed to Mr. Solow.) Thus, as 
long as Nicaro continued to produce oxide, rather than metal, any expanded por- 
tion of its capacity would be produced virtually for the Government’s account as 
stockpile reserves. In other words, by lease, the Government would commit 
itself to buying at about 60 cents a pound a great deal of nickel it could have at 
about 37 cents a pound under present price and cost levels. 

4. Accordingly, in the absence of a lease, the contractor found the enterprise 
less attractive. He therefore presented a claim for an increase in compensation 
as an incentive. This claim was considered justified. The incentive is directly 
related to product improvement, and the larger part of the higher return cannot 
be collected by the operator until he has improved the product—by converting 


powdered oxide to sintered oxide and by producing nickel metal, the highest 
and most valuable form. 


No. 2: Can we release the production figures of April? 


Answer 


Being obtained ; normal reporting time is midmonth. 


No. 3: Why is the plant not up to its guaranteed production agreement? And 
what can be done about it? 
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Answer 


It should be noted that there is no guaranteed production figure in the contract. 

The contract, by reference to the contractor’s proposal, sets the expected 
production at 31 million pounds of nickel a year. 

That this was not a guaranty is illustrated by the escape clause which permits 
the Government to cancel upon a showing of “marked deficiency.” This clause 
can be invoked if the General Services Administration is prepared to make the 
findings that such a deficiency exists. 

Further of interest is that at the time the contract was signed there was no 
realistic expectation that production could be pushed to the target figure at once. 
The plant has been in full operation only 8 months; informed judgment is that it 
is still in the shakedown period. Nevertheless, in 2 separate months, produc- 
tion has approximated the rate necessary to get 31 million pounds. It has been 
averaging a rate equivalent to 27 to 28 million pounds and the production curve is 
rising. 

No. 4: Legal authority for management-fee operation. 


Answer 


According to the determination of the Administrator of General Services of 
January 15, 1951, the management-fee operation is based upon title ITI of the 
Federal Property and Administrative Services Act of 1949, as amended. Mr. 
Solow has been informed of this fact in answer to another question which be- 
trayed a lack of knowledge of governmental contracting history and policy. 

We have no knowledge of the reference to the President’s Materials Policy 
Commission report. A report recommendation, it is to be noted, however, has 
a different status than law, no matter how valid the recommendation. 

In any event, the management-fee operation, up to now, has saved the Govern- 
ment more than $2 million in comparison to the position it would be in if the 
proposal of the American Smelting & Refining Co.’s proposal had been accepted. 
(Notre.—This figure has not been released to Mr. Solow because it consists, in 
part, of a “profit item’ which the State Department has recommended that we 
withhold from release. The quotes are used advisedly; the so-called profit is 
based upon a cost figure without allowance fcr depreciation and fixed capital 
charges. ) 


May 8, 1953. 
Mr. HERBERT SoLow, 
Board of Editors, Fortune Magazine, 
Time and Life Building, Rockefeller Center, New York, N. Y. 

DEAR Mr. SoLtow: Question 27: Cost trend at Nicaro. Are costs going up or 
down? (Reference: Your questions of April 29 and May 7.) The table below 
sets forth the cost trend at Nicaro. In this table, the direct operating costs have 
been placed upon an index base. In this index, the direct costs for the month 
month of July 1952, the month in which the plant first came into full operation, 
have an index value of 100 percent. The same costs in the succeeding months 
through March 1953 are shown as a percentage of the base figure. 


TasLE.—Comparison of monthly operating costs at Nicaro 
[July 1952—100] 


Month Cost level Month Cost level 


SO iii intita iid ea 100. 0 

A ih a ina 101. 7 | January 

Oi ices rts ebticceentetnts CS : 
October I a ae Sas ce goal s abeeiacled 82. 
November 


Nore.—Direct operating costs contain no allowance for depreciation and fixed 
capital charges. 

Trend: In spit of up-and-down fluctuations, the trend line shown in the above 
table is definitely downward. 

Unnumbered question: Why were the terms of the contract changed by the 
amendatory letter No. 9 of January 27? (Reference your conference with Mr. 
Mansure. ) 

Answer: Boiled to its essence, this answer sums up to the following four 
points: 
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1. The letter of intent was binding on the contractor to propose and on the 
Government to accept an “acceptable” lease arrangement within 11 months after 
full operation with 30 days of negotiating grace. 

2. The obligation on the Government to accept a suitable proposal apparently 
was considered of great value by the operator. 

3. A decision was made not to accept the lease for reasons extraneous to it. 
The reasons were three in number: (1) Expansion of Nicaro is pending; (2) the 
product should be improved in form; (8) until the product is improved, the 
national stockpile would probably be a principal market for nickel oxide, in 
contrast with nickel metal, in excess of the plant’s present capacity. Thus, as 
long as Nicaro continued to produce oxide, rather than metal, a large portion 
of its expanded capacity would be produced virtually for the Government’s 
account as stockpile reserves. 

4. Accordingly, in the absence of a lease, the contractor found the enterprise 
less attractive. He therefore presented a claim for an increase in compensation 
us an incentive. This claim was considered justified. The incentive is directly 
related to product improvement, and the larger part of the higher return cannot 
be collected by the operator until he has improved the product—by converting 
powdered oxide to sintered oxide and by producing nickel metal, the highest and 
most valuable form. 

Unnumbered question: Why is the plant not up to its guaranteed production 
agreement? And what can be done about it? (Reference your conference with 
Mr. Mapsure. ) 

Answer: It should be noted that there is no guaranteed production figure in 
the contract. 

The contract, by reference to the contractor’s proposal, sets the expected pro- 
duction at 31 million pounds of nickel a year. 

That this was not a guaranty is illustrated by the escape clause which per- 
mits the Government to cancel upon a showing of “marked deficiency.” This 
clause can be invoked whenever the General Services Administration is prepared 
to make the findings that such a deficiency exists. 

At the time the contract was signed there was no realistic expectation that 
production could be pushed to the target figure at once. The plant has been in 
full operation only 9 months; informed judgment is that it is still in the shake- 
down period, Nevertheless, in 2 separate months production has approximated 
the rate necessary to get 31 million pounds. It has been averaging a rate 
equivalent to 27 to 28 million pounds, and the production curve is rising. 

Unnumbered question: Legal authority for management-fee operation. (Ref- 
erence your. conference with Mr. Mansure.) 

Answer: According to the determination of the Administrator of General 
Services of January 15, 1951, the management-fee operation is based upon title 
III of the Federal Property and Administrative Services Act of 1949, as amended. 

Sincerely yours, 
HERBERT C. PLUMMER, 
Director, Public Information and Reports. 


May 11, 1953. 
Mr. HerBertT Sotow, 


Board of Editors, Fortune Magazine, 
Time and Life Building, Rockefeller Center, New York, N. Y. 


DEAR Mr. Sorow: Answers re your telegram: First, carbonate inventory is 
first of month. Third, list of those who have reported on Nicaro operation in- 
clude Battelle Memorial Institute whose preliminary report refers to Nicaro. 
Classification of report as confidential prevents release but can say that comment 
on Nicaro operation is favorable. Singmaster and Breyer report also dealt in 
part with Nicaro in general study of lateritic ores. This report observed that 
the plant is passing through shakedown period and its role in an expansion of 
nickel production should be determined later. Both reports were undertaken 
with DMPA funds as part of worldwide expansion of production of strategic 
metals and findings and observations have been made available to GSA. In 
addition, DMPA, in exchanging technical information on nickel metallurgy with 
private companies, has recorded views complimentary to Nicaro. 

Also technicians from DMPA have observed and reported favorably at first 
hand on Nicaro operation. Fourth, figure of $10,400,000 corrected earlier under- 
estimate. Both covered reactivation and improvement except for list exclu- 
sions. Data on these are being collected. 
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Sorry that technical construction engineering terms betterments crept into 
copy and proved confusing. 
Sincerely yours, 
Hersert CC, PLUMMER, 
Director, Public Information and Reports. 


May 11, 1953. 
Mr. Herrert Sorow, 
Board of Editors, Fortune Magazine, 
Time and Life Building, Rockefeller Center, New York, N. Y. 


Dear Mr. Sotow: Detailed report on kiln downtime and off-grade oxide re- 
ceived today by radio from Cuba and is transmitted below : 

Question 4: Kiln downtime month by month (reference: list of April 29). 

Downtime has ranged from a high of 10 days in March 1952 to a low of half 
a day in October 1952. Months and days of downtime follow: February, 3.5; 
March, 10; April, 4.4; May, 2.1; June, 2.4; July, 2.1; August, 3.6; September, 4.1; 
October, 0.5; November, 0.6; and December, 1.7 in 1952; and January, 0.8; Febru- 
ary, 4.2; March, 3.7; and April, 8.3 in 1953. Average per month is about 3.5. 

Question 6: Off-grade oxide (reference: list of April 29). : 

Production of off-grade nickel oxide occurred in 1952 in February, 100,000 
pounds; April, 225,000; June, 100,000; July, 400,000; October, 150,000; and No- 
vember, 50,000 and in 1953 in February, 200,000; March, 150,000: and April, 
226,000. No off-grade oxide was produced in 1952 in January, March, May, 
August, September, and December and in 1953 in January. 

Sincerely yours, 
Hersert C. PLUMMER, 
Director, Public Information and Reports. 


OFFICE MEMORANDUM—UNITED STATES GOVERN MENT 


May 12, 1953. 
To: Mr. Mansure. 
From: Herbert C. Plummer. 
Subject : Mr. Solow’s telegram of May 10 (Nicaro Nickel). 

Analysis of Mr. Solow’s telegram of May 10 to you indicates that the 5 ques- 
tions he is now asking are: 

1. “When is achievement (under the letter of intent with Nickel Processing 
Corp.) mandatory and expected? What can be done about shortfall?” 

Don’t know, but I am trying to find out. 

Here Mr. Solow is referring to the stated expectation in the letter of intent 
that Nicaro would produce 31 million pounds of nickel a year. The current rate 
is 27 to 28 million. He has double-barreled the question by asking what can 
be done about the shortfall—that is, the difference between 31 and 27 to 28 
million pounds. 

GSA, under the letter of intent, has the escape clause of cancellation upon 
a “marked deficiency.” We have already informed him that the plant is con- 
sidered by informed persons to be in a shakedown period. 

2. “I would like for publication a statement whether GSA has or plans ar- 
rangement to determine whether erratic production curve and underlying per- 
formance data indicate marked deficiency without immediate substantial improve- 
ment prospect. May I have one?” 

This is related to the first question. In effect, Mr. Solow is asking whether 
GSA is planning to invoke cancellation clause and/or under what circumstances 
it would be invoked. In other words, at what stage would GSA say (1) pro 
duction cannot be improved, and (2) more to declare the contract canceled for 
“marked deficiency.” Even if the assumption is granted that the plant is still 
in its shakedown period, this answer asks GSA to put a period to the shake- 
down run. 

3. “Is there some clear legal basis (for extension of the mana’ ment-fee 
arrangement for about 4 years under amendatory letter No. 9), or do you in- 
tend to study the matter to determine whether there is legal basis or absence 
thereof?” 

We have informed Mr. Solow that the original letter of intent was based on 
title III of the Federal Property and Administrative Services Act of 1949, as 
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amended. Mr. Solow, despite the comment in his telegram, has not heretofore 
asked for the legal basis of amendatory letter No. 9 unless we have misunder- 
stood his questions. At one stage, in fact, he said that a similar question on 
the relationship of amendatory letter No. 9 to the report of the President’s 
Materials Policy Commission had been answered. This occurred on April 29, 
and at his advice at noontime that day a written question on this point was 
stricken from a list which was being compiled in a day-long interview with 
him. 

In any event, legal counsel has furnished disparate views on the specific 
question phrased above. 

4. “Do you as Administrator affirm Larson’s policy of rejecting lease arrange- 
ment regardless of terms of lease and if so on what grounds?” 

Not informed on reasoning but based on following grounds: 

The grounds upon which the former Administrator based nonacceptance 
were three in number: 

(a) Expansion plans rendered leasing impracticable in view of imponderables 
in cost. 

(b) The need for product improvement is urgent and must be overcome to 
reach a firm footing for a commercial operation. Again imponderables in cost 
make leasing hazardous and connected therewith in the third reason below. 

(c) Nickel oxide in powder form is an unsuitable product for use in certain 
steelmaking furnaces. Waste is high. Hence its market is limited. Hence under 
an expanded program, as long as powdered oxide remains the chief product, 
the Government might have to buy for its account a large part of the expanded 
output at a market price exceeding the cost of production by a wide margin. 
Hence, the lease would commit the Government to excessive costs in comparison 
with a management-fee operation. 

This latter point has been only inferred in our answers to Mr. Solow because 
we felt constrained not to disclose this point. First, it touched on production 
costs. Second, it indicated possible Government purchases of a strategic metal. 
(Also to be noted is that GSA’s official letter to the Munitions Board on the 
nonacceptance only lists the first two reasons.) 

Mr. Solow, incidentally, disputes the thesis that the oxide market is limited. 
It should be noted that the sinter form, now in the offing as a Nicaro product, 
was in the research stage when amendatory letter No. 9 was signed. Technical 
advice would be helpful on the extent to which the future availability of sinter, 
in place of powder, will render this point null. 

In any event, Mr. Solow has been advised, in full or in brief, of basis for action, 
and his question is now whether that basis is affirmed. It should be noted that 
these reasons are extraneous to the lease itself. 

5. “Give me statement for publication as to whether the increase in compensa- 
tion therein mentioned (presumably amendatory 9) was to balance off operator’s 
escape from obligation to submit a lease next month, or to reward him for 
sintering research, which he had agreed to in amendatory letter No. 7 of last July 
to do without fee, and which was largely done by consultants paid by the 
Government?” 

This question, in one form or another, has been answered in the most ex- 
haustive detail. 

Also, it should be noted that there are some things wrong with the question. 
The operator did not willingly flee an obligation. To the contrary, he proposed 
a lease in good faith. The Government, however, did escape from its obliga- 
tion to accept on the basis of the three reasons listed under the previous related 
question. Further of note is that there is no basis in information given Mr. Solow 
for his conclusion that the sintering process was developed by “consultants paid 
by the Government.” He is apparently laboring under a misapprehension which 
we endeavored to relieve in our letter of April 17. 

Moreover, the question has been dealt with specifically in our letter of May 5 
at great length in reply to two separate questions, in our letter of May 6 
in most specific terms, in our letter of May 8 in which we distilled the essen- 
tial points, and again today in a letter to be dated May 12 (still unsent at this 
time) in response to one of his many telegrams. 

We have informed him that— 

(a) The letter of intent was binding on the operator to submit and on the 
Government to accept a suitable lease. 

(b) The lease was not acceptable for reasons extraneous to it. 

(c) The operator thereupon claimed a larger fee as an incentive in view of the 
Governments’ desire for (1) more vigorous research and (2) an operating basis 
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for carrying out projected plans to expand the Nicaro operation. The claim was 
considered justified. 

We had interpolated another point to the effect that the operator considered 
the obligation of acceptance (with negotiation) by the Government of value to 
him. This, says Mr. Solow, was reading his mind. In any event, the new scale 
of fees was adopted as additional compensation and as an incentive to the 
operator to press forward with the research and to undertake preliminary work 
essential to any expansion. 

The new fees were scaled in part to product improvement so that the operator, 
in order to capture the greatest benefits, would have to advance the research to 
the point at which practical and operable methods of sintering nickel oxide and 
producing nickel metal could be introduced at Nicaro. We have insisted that this 
scaling of the fees is in the public interest. 

Briefly, the new fees under amendatory 9 provide: 14%4 cents a pound for con- 
tained nickel in sintered oxide; 2 cents a pound for nickel metal. 

The original fee of 1 cent a pound for the contained nickel in powdered oxide 
remained unchanged. 

In addition, the operator, by another provision of amendatory 9, was granted 
one-fourth cent a pound for all nickel produced regardless of content. This 
augmentation of fee was based in part on the operator’s willingness to press 
along with the research and in part on his willingness to go ahead with plans, 
designs, and specifications for an expansion. 

Frankly, we do not see how our answers can be amplified on this question. 


May 26, 1953. 

From: Herbert C. Plummer. 
To: Mr. Mansure. 
Subject : Fortune article on Nicaro, June 1953 issue. 

“Who's Going to Clean Up Nicaro,” Herbert Solow’s latest piece in Fortune 
(June 1953 issue), is shot through with error and erroneous premises. 

Aside from arguable innuendoes, the article contains nine major false state- 
ments of a factual character which are set down below with comment. 


No. 1. Page 108, column 1, third paragraph, lines 14 to 15 
“Sulphur * * * operated it successfully for the Government [in World War 
n” 


Within the usual frame of reference for wartime operation this statement 
probably can be dismissed as a general truth. Freeport Sulphur operated the 
plant, and it produced nickel oxide. But, as a matter of strict fact, in view of 
the adverb successfully it should be pointed out that the Freeport operation 
ended with a deficit in operating costs. This error is important in that it sets 
the black-or-white-and-no-in-between tone of the whole article. 


No. 2. Page 108, column 3, carryover paragraph from column 2, lines 12 to 18 

“It [Billiton] was chosen because it alone agreed to take in Cuban partici- 
pants.” 

Billiton was chosen over American Smelting & Refining Co. for 5 reasons 
none of which was presented on Billiton’s stated willingness to take Cubans in 
partnership. The Billiton plan offered the Government (1) more speed, (2) 
more nickel, (3) cobalt as a separate metal, (4) lower costs, and (5) a manage- 
ment-fee operation by which the Government could gain experience in extracting 
nickel from lateritic ores. Mr. Solow was advised in full of these reasons. 

The use of the word “alone” is unusual in context. Only Asarco and Lilliton 
were competing for the contract. 

Also of note is that both qualified operators were asked if they would enlist 
Cuban partners and advised at the same time that an agreement to do so was 
not a requirement. Mr. Solow has been advised of these facts. 


No. 3. Page 108, column 3, carryover paragraph from column 2, line 14 


“The Cubans [who were selected] were Alvarez and his friends.” 

In spite of the fact that documentary proof to the contrary was placed in his 
hands, Mr. Solow misstated the record when he asserted that “Alvarez and his 
friends” own the Cuban corporation which holds the Cuban partnership in NPC. 

It is true that former Ambassador Alvarez (he also is a former senator and 
Cabinet minister) attempted to obtain for his group a favored position—tfirst as 
the operator of the plant and later as a partner in NPC. The Cuban-American 
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group sponsored by Alvarez was not recognized as a qualified operator. Subse- 
quently, Alvarez reappeared as a leader in the Cuban group which negotiated 
for part ownership. Interestingly, when the negotiations were completed and 
ratified by GSA, the group was minus Inocente Alvarez. 
Photostatie copies of documents which showed this eventuality were presented 
to Mr. Solow. Apparently he ignored or failed to note their significance. 
Further to be noted is that Inocente Alvarez is not now a part owner of record 
in NPC. 
No. 4. Page 108, column 8, first full paragraph, lines 3 to 7 


“* * * under pressure from Larson * * * Lead got a piece of NPC.” 

This is an innuendo which sets up a false premise as true. It suggests that 
Larson had pressed Billiton to deal with National Lead Co. Larson had recom- 
mended, as a matter of fact, that Billiton bring American capital and experience 
into its Cuban enterprise. The recommendation was coupled with a suggestion 
that Asarco and Eagle-Picher (the other prospective operators qualified by the 
Munitions Board) would make helpful partners. These companies displayed 
no interest and Billiton turned to National Lead. It had not been named by 
Larson. 

Mr. Solow was informed of these facts. 

Interestingly, the language of the full passage suggests that the GSA view 
that an American partner would be helpful came as an afterthought when the 
rehabilitation was going badly. Actually, the recommendation was concurrent 
with the letter of intent and reflects the view that, while Billiton had made a 
superior offer, its acceptance would be more palatable as well as more certain 
to be executed if an American company shared the responsibility. 

In linking the enlistment of National Lead with the status of the rehabilita- 
tion, Mr. Solow has confused 2 different sets of facts spaced 6 months apart. 


No. 5. Page 108, column 8, first full paragraph, lines 8 to 9 


“* * * Larson pressured Billiton into selling its NPC stock. * * *” 

Here, again, an innuendo sets up as true a false premise. It suggests that 
Larson foreed Billiton out of NPC. This is contrary to the fact. The Billiton 
sale was voluntary. 


No. 6. Page 108, column 8, fifth full paragraph, lines 1 to 2 

“The project was 6 months late in getting into full operation.” 

The plant was restored to production in January 1952; it went into full 
operation in July 1952. 

The original timetable called for initial operation in January 1952. This 
schedule was met. At no time was there an earlier date set for the plant to 
come back into production. In 1951, when rehabilitation was making handi- 
capped progress, the scheduled reopening was actually set at two different later 
dates. Vigorous advancement of the work, however, caught up with the original 
schedule. 

Also, in 1951, full operation was scheduled for January 1953. This date was 
bettered by 6 months in the actual event. 

To say that full operation was delayed by 6 months is the same as saying that 
full operation had been scheduled to coincide with the reopening. Mr. Solow 
apparently has been misinformed on this point. 


No. 7. Pages 108 and 246, columns 3 and 1, carryover paragraph, lines 15 to 19 
“* * * when it [GSA] decided to rehabilitate * * * at a cost somewhere 
between $10.2 million and $12 million (it is hard to pin down GSA on figures).” 
Mr. Solow was informed that the plant reactivation cost (rehabilitation and 
improvements) amounted to $10.2 million. This was found to be in error. The 
figure should have been $10.4 and Mr. Solow was so informed. 

He was also informed that this total excluded certain other items which were 
not properly to be considered part of the plant. These items were specified with- 
out cost figures. He later asked for an itemization and was given one. It 
brought the total cost to about $12 million, including plant, highways, mining 
equipment, motor vehicles, pilot plant, and ore exploration. 


No. 8. Page 246, columns 1 and 2, carryover paragraph, lines 9-15 

“Well, NPC ‘bagged’ in December 220,000 pounds of nickel * * * over and 
above what it can trace * * *,” 

In December 1952 Nicaro processed 104,273 tons of ore (dry-feed basis) with 


a nickel content of 1.35 percent. This means that the ore contained 2,815,491 
pounds of nickel. 
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The reported overall recovery rate was 85.87 percent of the nickel in the ore. 
This means that the output should have been 2,417,662 pounds of nickel. How- 
ever, production was reported at 2,509,449 pounds. 

Thus the plant was credited with producing 91,787 pounds more nickel than 
the ore asSayed. This is a discrepancy, but it is far less than one of 220,000 
pounds. 

A major part of the overrun of 91,787 pounds, moreover, can be accounted for, 
and Mr. Solow, despite his statement to the contrary, had the figures to do so. 

1. The plant had on December 1 an inventory of 24,000 pounds of nickel in 
nickel carbonate due to the breakdown of the kiln in November. This inventory 
was processed during the month. There was no carryover of nickel carbonate 
at the end of December. 

2. The plant had an inventory of nickel in solution of 243,219 pounds at the 
1st of December and 219,669 pounds at the end of December. This reduction 
in inventory represents an addition to production in the amount of 22,550 pounds. 

These net increments to production amount to 46,550 pounds and can be cred- 
ited against the overrun. Thus the production which remains unaccounted for 
on a statistical basis is reduced to 45,237 pounds in comparison with Mr. Solow’s 
fantastic foray into arithmetic which produced a discrepancy of 220,000 pounds— 
nearly 500 percent larger. 

Mr. Solow had exactly the same figures as those used in the above calculation. 
It should be noted that the figures are preliminary figures and, as in all such 
operations, subject to final accounting. 

Also of note is that while Mr. Solow’s whacking discrepancy comes to about 
9 percent of the reported plant output the untraced overrun as computed above 
amounts to 1.8 percent. 

There is no reasonable way to account for Mr. Solow’s error. His figuring 
just went haywire. And his language has double-riveted the wierd mistake. 

No. 9, page 248, column 2, full paragraph, lines 3-5 

“* * * the fact that Larson on his last day in office, January 29, signed 
amendatory letter No. 9.” 

Amendatory letter No. 9 did become effective on January 29. That was the 
date which it was signed by NPC. This was also Larson's last day in office. 

As a matter of fact he had signed it for GSA over a week earlier. It then 
went to NPC for concurrence, and the terms of the amendment made it effective 
upon acceptance—not upon signature by Larson. That this acceptance occurred 
on the 29th, rather than some other nearby day, was a coincidence. 

Mr. Solow has twice seen the text of the amendment; he also was informed 
of this time sequence both in writing and orally. He again failed to consult 
his notes. 

* * ed 7 ad * oa 

The comment above sums up nine particular factual errors in Mr. Solow’s 
copy. They reveal a heedless unwillingness to check facts or to temper copy 
on the possibility that a story could have two sides. He has chosen unhesitatingly 
at every step to put the worst and sometimes the most implausible interpretation 
on the facts. 

Only once was he struck by doubt. This occurred when he conceded, with 
reference to the “surface indications of Nicaro’s conditions today,” that “a 
full investigation might show [them] to be misleading.” Thus he placed himself 
in the position of saying, in effect, that “I can’t prove it and I could be wrong 
about all this.” 

In view of this concession by Mr. Solow I would suggest that GSA does not 
need to make a direct reply to Mr. Solow or to Fortune. 


GENERAL SERVICES ADMINISTRATION, 
Washington, May 28, 1953. 
Hon. Homer CAPEHART, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington 25, D. C. 

Dear Senator Capenart: You have no doubt heard a lot about the General 
Services Administration Nicaro nickel operation, and you may have had called 
to your attention the article in the June issue of Fortune magazine. We want 
you to know that we realize the importance of the successful operation of this 
property, and its progress is being continuously followed. 
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It is the intention of GSA to have available at all times specific information 
for any congressional committee or Member of Congress regarding this matter, 
and we intend to cooperate to the fullest in keeping the public informed on all 
aspects except the costs of operation which, of course, are classified. 

During World War II, the Freeport Sulphur operation of the Nicaro plant 
ended with a deficit. Billiton was chosen as the operator for the following 
reasons: (1) More speed; (2) more nickel; (3) cobalt as a séparate metal; (4) 
lower costs; and (5) a management-fee operation by which the Government could 
gain experience in extracting nickel from laterlitic ores. Only one other com- 
pany was competing for the contract—American Smelting & Refining Co. 
Both qualified operators were asked if they would enlist Cuban partners and 
were advised at the same time that an agreement to do so was not a requirement. 

A former Cuban Senator, Cabinet member, and Ambassador, Inocente Alvarez, 
attempted to obtain for his group a favored position—first as operator, later as 
partner in Nickel Processing Co. The group sponsored by Alvarez was not 
recognized as qualified operators. When negotiations were completed and rati- 
fied by GSA, Alvarez was not a member of the corporation. 

The inference that Jess Larson pressured Billiton to deal with National Lead 
is not correct. Mr. Larson suggested that Billiton, a foreign company, bring 
American capital and experience into this operation and recommended American 
Smelting & Refining or Eagle-Picher, qualified by the Munitions Board. Billi- 
ton turned to National Lead who had not even been suggested by Mr. Larson. 

The suggestion in the Fortune article that GSA proposed an American partner 
as an afterthought when the rehabilitation was going badly is not correct. As 
a matter of fact, this was recommended when the original letter of intent was 
signed. 

The suggestion that Mr. Larson forced Billiton out of NPC is incorrect. 
Billiton’s sale was voluntary. The charge that the operation was 6 months 
late getting started is incorrect. The plant was not restored to production 
until January 1952 and actually went into full operation in July of that year. 
It is obviously impossible to reopen a plant and get it into full production on 
the day that operations are commenced. Full operation was scheduled for 
January 1953, but this was bettered by almost 6 months. 

There is no question as to the cost of rehabilitation as the Fortune article 
infers; the amount first given was $10.2 million which was in error. The actual 
figure was $10.4 million and Fortune was so advised. 

The statement that the plant last December produced 220,000 pounds more 
nickel than ore assayed is not correct. The actual overrun was about 92,000 
pounds. A large part of it was due to a breakdown of the kiln in November. 
The inventory of nickel carbonate was processed and by the end of December 
there was no carryover. The production which remains unaccounted for on 
a statistical basis is actually 45,237 peunds—less than 2 percent of the plant’s 
output—but Fortune erroneously reports the discrepancy to be 500 percent 
larger. Yet all of these figures were submitted to Fortune magazine. 

The statement that Mr. Larson signed amendatory letter No. 9 on his last 
day in office is incorrect. It was signed a week earlier; the January 29 date 
was the day NPC signed and concurred in the terms of. the amendment. The 
date of the NPC signing and Mr. Larson’s departure from office was a coincidence. 

The May 26 issue of the Wall Street Journal carried an informative article 
on this operation and the American Metal Market is running a factual story 
on Nicaro next week. 

We fully realize that the operation of the Nicaro plant must continue to 
improve. A meeting is being arranged in my office the first part of June between 
Mr. Langbourne Williams and Mr. Joseph Martino, presidents, respectively, of 
Freeport Sulphur and National Lead, to discuss this entire matter. The above 
information is submitted to keep you informed on this operation and is in no 
way intended to be a defense or explanation of past mistakes. GSA is concerned 
not with digging up what is past, but with the most efficient operation possible 
of this property. Any suggestions you may have or additional information you 
desire, please call on us, 

Cordially yours, 
EpMUND F.. MAnsure, Administrator. 
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FORTUNE, 
EprrorrAL DEPARTMENT, 
New York, June 26, 1958. 
Mr. Epwarp F. MANSURE, 
Administrator, General Services Administration, 
Washington, 25, D. C. 

Dear Sir: I have your letter of June 25. Thank you for the May production 
figure and the information about man-hour productivity. 

In my recent letter I ask for news about the legal status of the contract, in 
the view of GSA and the Department of Justice. 1 hope that you will be able 
to give me information about this. 

With respect to the explanations offered for denying monthly operating cost 
figures to the press at this time, I will limit myself at present to a question 
about the first reason offered. 

If the monthly operating cost figures are to be denied during negotiations to 
prospective operators of an expanded operation (if any), is it implied that the 
Nickel Processing Co., which possesses the figures, will be disqualified from 
negotiating and is not a prospective operator of the expanded part of the oper- 
ation? Or is there some other implication that I do not understand? Moreover, 
if the NPC is disqualified from negotiating for the contract for the expanded 
operation, does this imply a firm decision to put the expansion capacity in a 
separate plant? 

I would like to ask you several other questions. 

Under a Washington dateline of June 2, the American Metals Market has 
published an article about Nicaro which contains misleading information, for 
instance, with respect to the annual production rate as reflected in the first 9 
months of full operation. The instance given, and others, are in the portion of the 
article following upon the statement that the information comes from GSA. I 
am prepared to accept the implication that certain GSA officials concerned with 
Nicaro gave the American Metals Market misleading inforwmation because they 
have persistently given me such information. I ask you to clarify for me the 
extent to which you accept responsibility for the statements made in the Ameri- 
can Metals Market and attributed to GSA. 

As I understand it from your letter, you are preparing a report for several 
congressional committees. May I ask you which committees are involved, whether 
your report or reports are special or regular, and whether they are made as a 
consequence of any requests from the committees involved? 

Mr. Plummer has stated that the Nicaro expansion program conducted by 
DMPA was in no way affected by or under the influence of Mr. Tom Lyon. May 
1 ask you to confirm this statement? 

Events since our June article appeared suggest further comment in our August 
issue. Should you want to take up with me any aspects of your own selection, I 
am at your disposal. 

Very truly yours, 
HeErRsert Solow, 
Board of Editors. 


JULY 9, 1953. 
Mr. Hersert SoLow, 


Board of Editors, Fortune Magazine, 
Time and Life Building, Rockefeller Center, New York, N.Y. 


Dear Mr. SoLtow: Your letter of June 26 raises many interesting questions 
about Nicaro, and I will endeavor to answer them to the full extent possible in 
accordance with my assurance to you in my letter of June 25. 

With respect to the legal status of the contract, however, I regret that I can- 
not clarify the situation for you since our reexamination of the project in its 
entirety is in progress. 

With respect to the publication of current monthly cost data, I am sorry that 
you bave found therein an implication that we are proposing to deny such infor- 
mation to prospective operators. Undoubtedly, if the operation of an expanded 
plant is opened to negotiation with other companies, they will request and we 
will provide basic information about the project on which they will be able to 
build an intelligent operating proposal. 

Of course, the scope and character of this material, in view of the tentative 
status of the expansion program, has yet to be defined. A reasonable assumption 
is that one facet of the material naturally would deal with costs and other eco- 
nomic data. But this is still in the future and is somewhat different than pub- 
lishing current monthly raw cost figures at this time. 
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In view of the comment above, I am sure that you will agree that there is no 
basis for the other implications which you noted in your letter. 

With respect to the American Metal Market, I should like to point out that 
we endeavored to provide current facts and figures about Nicaro to the extent 
we were requested to do so. Let me add, moreover, that the material. as used 
by the American Metal Market is essentially correct in its facts with the usual) 
license for rounding off figures. 

With particular reference to annual production rates, it is worth nothing that 
the 27- to 28-million-pound rate reflects accurately the operation of the 
plant either from October through April (with due allowance for a normal statis- 
tical adjustment for February) or for March and April eombined. 

These last 2 months were the latest for which figures were available when the 
American Metal Market published its article. The newspaper offered the figure 
as a current rate. Your reference to the first 9 months apparently has been 
read into the article. 

If you believe that there are other instances of misleading information attrib- 
utable to data provided by GSA, I would appreciate having them brought specifi- 
eally to my attention. We will rectify the record or provide you with an ade- 
quate and full explanation. 

With respect to our projected report to Congress, let me say that it is being 
prepared at our own volition. It is, therefore, a special report if I understand 
the distinction between regular and special. It is expected to be transmitted to 
at least the Armed Services and the Government Operations Committees. 

Let me affirm the information which Mr. Plummer gave you that Mr. Lyon 
has not been concerned with the Nicaro expansion in DMPA. The project has 
been within the orbit of the Foreign Expansion Division, and until Mr. Lyon 
succeeded Mr. Young as Acting Deputy Administrator he was in charge of the 
Domestic Expansion Division. No decisions have been made or likely will be 
made during Mr. Lyon’s tenure in his present post. 

We will be glad to answer any questions you may have on all aspects of Nicaro. 
The June production figure has not been received yet, but is due at any time. I 
will forward it to you. 

Cordially yours, 
EDMUND F. Mansure, Administrator. 


JANUARY 14, 1954. 
Mr. HERBERT SoLow, 
Board of Editors, Fortune Magazine, 
Time and Life Building, Rockefeller Center, New York, N. Y. 


Dear Mr. SoLow: With the concurrence of Mr. Mansure, I am able today to 
supply additional data on nickel production in the fourth quarter of 1953. This 
information supplements our letter of January 11 and fulfills the hope expressed 
in our letter of November 24 last in which we discussed fundamental reasons for 
quarterly reports on Nicaro’s production. 

As our recent letter stated, the final quarter’s sum total of 7,399,129 pounds 
of nicked represented an average of-2,466,376 pounds a month. Naturally, as 
demonstrated by monthly figures below, the actual outturn differed from the 
average, sometimes widely: 


COCR a i icp ces ee ne ee ee eee 1, 750, 005 
PINRO wo ccs one ws <select 3, 025, 096 
Decempber.<_ cen Pens irdiga ER rer trae ee es ee 2, 624, 028 


Low production in October, for instance, resulted from a 282-hour shutdown 
of the calcining kiln for the installation of stiffener rings which are designed to 
improve its operation. Let me say parenthetically that the kiln may behave 
better in the future, but this is not guaranteed. In any event, during the shut- 
down 630,000 pounds of nickel carbonate accumulated. 

The reopened kiln processed the backlog in November as Well as virtually all 
the carbonate produced in the same month, As a result, November production 
sailed to an abnormal high of 3 million pounds. This recovery illustrates the 
fact that the basic plant output has not been and is not affected by temporarily 
closing down the kiln. 

In December, interestingly, production remained at a record level even though 
the carry-in of carbonate was only 70,000 pounds in comparison to 630,000 pounds 
a month earlier. 
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In conclusion, let me point. out that these figures, with their helpful footnotes, 
serve to illustrate and to confirm the basis of our belief that the figures for 
several months are necessary for an adequate, balanced measurement of the 
production trend at Nicaro, 

Sincerely yours, 
HeRsert CC. PLUMMER, 
Director, Public Information and Reports. 


OFFICE MEMORANDUM—UNITED STATES GOVERN MENT 


FEesRUARY 18, 1954. 
To: Mr. Mansure. 
From: Herbert C. Plummer. 


You requested that I furnish you information about nickel deposits in the 
United States to answer critics of our operations at Nicaro. Here are the facts: 

1. Prior to passage of the Defense Production Act (and establishment of 
DMPA) none of the known nickel deposits in the United States had been ex- 
ploited commercially. 

2. The largest deposit in continental United States is in Douglas County 
(Riddle), Oregon, which has a measured and indicated reserve of 7 million tons 
of 1.75 percent nickel contained ore. A contract entered into by DMPA with the 
M. A. Hanna Co. provides for the exploitation of this property and the production 
of 13,720,000 pounds per annum of contained nickel in the form of ferro nickel. 
It should be noted that this nickel will cost the Government about $1 a pound 
and will be produced in a form which is only acceptable in limited quantities and 
during periods of critical shortages. 

3. A deposit of 1,775,000 tons of nickel bearing ore having 0.46 percent nickel 
is located in Fredericktown (Madison), Mo. The GSA has entered into a con- 
tract with the National Lead Co. for the production of 1,852,200 pounds of nickel 
per annum from this deposit. 

4. There are deposits totaling about 5,400,000 tons of ore assaying between 
0.65 and 0.95 percent in Kittitas County, Wash. This is of too low grade and of 
small tonnage to warrant exploitation under existing techniques. In addition 
token amounts of pre exist in San Diego County, Calif.; Boulder County, Colo. ; 
Stillwell County, Mont.; Clark County, Nev.; Lancaster County, Pa., and there 
are also deposits in Alaska of exceedingly low grade ore. 

5. Finally, it should be noted if all the measured and indicated nickel in the 
United States and Alaska, aside from the Riddle and Fredericktown deposits, 
were available in the form of metal, it would only supply the United States re- 
quirements for about 9 months. 


Marcu 24, 1954. 
Mr. Hegsert Sotow, 


Board of Editors, Fortune Magazine, 
Time and Life Building, Rockefeller Center, New York, N.Y. 

Dear Mr. Sorow: I am glad to send you the report on free world nickel 
refining facilities which you requested in your letter of March 23. 

The report was written by John Crosten. He was given the assignment 
while the Defense Materials Procurement Agency was still in existence. DMPA 
was abolished by Executive order of the President on August 16, 1953, and its 
functions transferred to GSA. 

While working with DMPA Croston was carried on the payroll as an expert 
consultant. When the transfer of functions was made to GSA, Mr. Mansure 
set up within the Emergency Procurement Service a Materials Division. Mr. 
Croston went along with the others to this Division and is presently carried 
on the payroll as an industrial specialist. As the date on the report will show, 
he completed his assignment in his latter capacity. 

Very best wishes. 

Sincerely yours, 
Hezeert C. PLUMMER, 
Director, Public Information and Reports. 
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Fortune, 
EprrortaL DEPARTMENT, 
New York, March 28, 1954. 
Mr. EpMunp MANSURE, 


Administrator, General Services Administration, 
Washington, D. C. 

Drak Mr. MANsuRE: Thank you very much for your courtesy the other day. 

Colonel Pinkley made an impression on me that was rather novel. He sounded 
like a man concerned to get results out of the nickel plant rather than to con- 
fuse me. He gave me a real lift. 

Mr. Lehman was also helpful in answering some questions concerning the 
portion of the report on Nicaro that deals with the past. 

As you know, it is our intention to discuss Nicaro only as one item in a 
general nickel survey. A few days’ work on the general topic has convinced 
us that this is a very poor moment for studying the nickel balance. Over at 
ODM the present was referred to as a transition period. So it seems to be, 
but one does not know toward what. Our feeling is that it will be several 
months before there is a clear picture of the read requirements. Moreover, after 
several months, the questions that now enshroud Nicaro, the Chemico process, 
Moa Bay, and so on ,may be answered. Consequently, we have decided to post- 
pone publication for a little while. 

The time which your staff gave us, however, was not wasted. The informa- 
tion will be useful when we do the article a few months hence. 

Very truly yours, 
HERBERT SoOLow, 
Board of Editors. 


JANUARY 31, 1955. 
To: Mr. Mansure. 


From: Don Lehman. 
Subject: Nicaro production figure for Fortune. 


In accordance with our regular practice, we supplied Fortune’s Washington 
office today at its request with the figure for Nicaro’s production in the fourth 
quarter of 1954. 

The amount: 7,279,938 pounds of nickel plus cobalt in the form of nickel oxide. 
This is equivalent to an annual rate of 29,119,732 pounds. 

The information was furnished by Colonel Pinkley who also informed us that 
the month-by-month output for the quarter was, as follows: October, 2,488,004; 
November, 2,461,933; and December, 2,330,001. These latter figures were not 
given to the magazine. 


JUNE 9, 1955. 
Mr. HERBERT SoLow, 


Board of Editors, Fortune Magazine, 
Time and Life Building, Rockefeller Center, 
New York 20, N. Y- 


Dear Mr. Sotow: Here are a few answers to the questions contained in Miss 
Nadler’s letter of June 6. 


No. 38. How much has Snare-Merritt been paid so far? 


As of April 30, 1955, Snare-Merritt had received $162,000 on its fee. For 
emphasis, this is the cumulative total. 


No. 6. Explanation of the fact that the default by Climaz on vanadium leading 
to cancellation was discovered by CAO rather than GSA 

According to our records, the delinquency in deliveries was first reported by 
EPS’s Storage and Transportation Diviston. The date: December 23, 1954. 
Shortly thereafter, on January 6, 1955, GAO raised similar questions pointing 
to termination of the contract. After consultation with ODM, deliveries were 
terminated by letter of January 25. 

We can fill in more details next week, but the chief point here is that the dis- 
covery was practically simultaneous, with GSA’s own report antedating GAO’s 
memorandum by some few days. 


No. 7. Name of Iowa paint company recommended by Mr. Balmer 


I don’t know how Iowa got into the question; my own notes say Chicago. In 
any event, the company to which the question apparently refers is the Paint 
Products Corp., 113-123 Dexter Avenue, Elgin, Ill. The company wasn’t recom- 
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mended by Mr. Balmer. He was asked how to sell to the Government and, in 
answer, sent the company’s people around to the Business Service Center at GSA’s 
Chicago regional office. The upshot was that the company was added to the 
bidder’s list and has bid competitively since then. 
Sincerely yours, 
DonaLp J. LEHMAN, 
Deputy Director, Public Information and Report. 


JUNE 9, 1955. 
Mr. Herpert Soiow, 
Board of Editors, Fortune Magazine, 
Time and Life Building, Rockefeller Center, 
New York 20, N.Y. 

Dear Mr. Sotow: Colonel Pinkley has summarized in the attached memo the 
essential background facts on the way in which workmen’s compensation insur- 
ance was obtained for the construction contract at Nicaro. 

The memo covers the ground so well that there is no need for me to add or 
subtract. For this reason I am sending it along with the request for its return 
when you have finished with it. 

You will note that the memo carries a tabulation of the bidders, reinsurers, 
and the allowances for hospital facilities. Importantly, the latter point provided 
the competitive element in the bids. 

Let me note in conclusion that GSA has set up its own Blue Cross plan for 
noninsurance cases. This worth a mention because it helps make Nicaro a 
safer, better place for the people, mostly Cubans, who work there. 

Sincerely yours, 
Donarp J. LEHMAN, 
Deputy Director, Public Information and Reports. 


Junp 10, 1955. 
Mr. Herserr Sotow, 


Board of Editors, Fortune Magazine, 
Time and Life Building, Rockefeller Center, 
New York 20, N.Y. 

Dear Mr. Sorow: Here are a few further facts on the purchase orders for 
the Nicaro construction. These are offered in amplification of our telephone 
talks on the dollar value of the purchases from Merritt-Chapman and Scott 
subsidiaries and from National Lead. 

Aside from the purchase orders for 2 Marion cranes at $230,000, MCS com- 
panies have received 7 purchase orders for $97,354. National Lead has had 
4 orders to a total of $3,167. Interestingly, these sum up to $100,521 in close 
line with our original estimate of $100,000. 

Sincerely yours, 
Donarp J. LEHMAN, 
Deputy Director, Public Information and Reports. 


June 6, 1955. 
To: Deputy Director, Office of Public Information and Reports, GSA. 
From: Chairman, Nickel-Graphite Committee. 
Subject: Material for Mr. Solow. 


Attached is a schedule of the four bids for the Nicaro expansion workmen’s 
compensation insurance, together with the reinsuring companies, and the allow- 
ance for use of our hospital facilities. To the extent available, we have listed 
the officers of the respective companies. 

In presenting these data to Mr. Solow, the following should also be pre- 
sented : 

1. In Cuba, the premium rates for workmen’s compensation insurance are 
established by law, and are the same for each trade or craft, regardless of the 
company writing the coverage. The only variation permitted is when an em- 
ployer, by demonstrated experience in accident prevention and low compensa- 
tion case incidence rate, has earned a lower premium rate. For instance, Fred- 
erick Snare, by its compensation experience in Cuba, has earned an overall 
deduction of 16% percent from the standard rate. Therefore, all insurance 
companies writing workmen’s compensation insurance on Snare, can quote 
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rates 16% percent lower than the rate established by law. The Cuban Minister 
of Finance has confirmed this verbally to Mr. Mansure, I understand. 

Therefore, as all rates are the same for all companies, there can be no com- 
petition as far as premiums are concerned. 

In return for the premiums it receives, the insurance company contracts to 
provide, among other things, full hospital, medical and surgical service for all 
compensation cases. Normally, the insurance company does this by contracting 
with a local private hospital. But as there are no hospital facilities at Nicaro, 
other than the Government’s facilities, they are forced to use our facilities. As 
the doctor who operates our hospital is under contract to the plant operating con- 
tractor, he cannot contract directly with the insurance carrier for furnishing 
these hospital services. Therefore the following procedure has been worked out. 

Nickel Processing will make a supplemental agreement with the hospital doctor 
to handle the expansion compensation cases, and pay him for all additional 
expense involved, plus a reasonable profit, and will bill Snare-Merritt in like 
amount. The workmen’s compensation insurance company, instead of paying 
a private hospital for the hospital services, will pay the Snare-Merritt expan- 
sion project account, an amount determined in advance as follows: 

In submitting its insurance proposal, each company states the amount it is 
willing to pay for the use of our hospital services. This is expressed in terms of 
the percentage of the insurance premium, as indicated on the attached schedule, 
and comprises the element of competitive bidding. 

As an illustration, assume that the average legal rate (composite rate) of 
premium is 6 percent of total labor payroll, and that the payroll for the year is 
$1 million. As the contractor has earned a 1624-percent reduction of premium 
by good compensation experience, the actual premium which any insurance com- 
pany would charge would then be 5 percent of $1 million, or $50,000 per year, 
and in return furnish full hospital service. But as only the insured can furnish 
the hospital services, the carrier agrees to reimburse the insured an amount 
equal to 45 percent of the premium for the services rendered, or $22,500 per year. 
After 1 year’s experience, new bids will be taken and a new rate of reimburse- 
ment will be established on the basis of actual compensation experience. 

The amount of reimbursement for hospital services bid by the various com- 
panies ranged from 30 to 45 percent. As 2 companies each bid 45-percent 
reimbursement, a choice had to be made between them. 

One of the two companies, El Globo, already had the operating contractor’s 
workmen’s compensation insurance, covering all plant operation and Cuban 
Nickel Co. employees. 

As it is the GSA policy to spread its business as equitably as possible, we de- 
cided to favor the other company, La Alianza, with the expansion insurance 
contract. We believe this is also a good policy to follow in our Cuban rela- 
tions, i. e., to spread our business there among the responsible companies. Fur- 
thermore, by such practice, we spread our risk somewhat instead of putting all 
our “eggs in one basket.” 

To assure that our workmen receive all the hospital and other medical service 
we pay for, from our hospital contractor (doctor), we have established a hos- 
pital control committee comprising 1 representative of Nickel Processing Corp., 
1 of Cuban Nickel Co., and 1 representative appointed by the labor union. 
A representative of Snare-Merritt will be added to that committee. Also, each 
insurance company maintains a representative at the hospital, to assure adequate 
eare of the compensation cases for which it is responsible, and to handle the 
clerical records of each case. These representatives are employees of and are 
paid by the insurance company. 

In addition, there being no hospitalization insurance like Blue Cross available 
in Cuba, we have worked out a provision by which each employee makes a small 
payment each month, according to his salary ($3 to $5) in return for which he 
receives normal hospital and medical care for noncompensation accidents or 
illnesses for himself and family. For extraordinary hospital services or surgery, 
he pays reduced rates; for instance, the most he need pay for a major operation 
would be $25. These rates are established by the contract and surpervised hy the 
control committee. 

It is of interest to note that the hospital has been operated without loss or 
subsidy since the contract with the doctor-operation was entered into. 


J. P. PINKLEY. 
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Workmen’s compensation insurance—Nicaro expansion 








Allowance for use of 
hospital facilities 


Name of bidder Name of reinsurer 


La Alianza Compania Nacional de Se- | Insurance Company of North Ameri- | 45 percent of premi- 
guros, S. A.: Enrique Godoy, execu- | ca, Philadelphia, Pa.: John H. ums. 
tive president; Antonio M. Herrera, | Diemand, president; J. Kenton Eis- 
vice president-treasurer; Mario Munez enberg, Secretary-treasurer; Frank | 
Mesa, secretary. | <A. Eger, comptroller. 

American International Underwriters: | Commercial Insurance Co., Newark, | 36.5 percent of prem)- 
M. A. Coker, vice president—repre- | N.J.: John R. Cooney, president; ums if loss ratio is 
senting. | W. J. Schmidt, secretary. less than 55 percent, 

| increase percentage 

by 1 percent for every 
2 percent by which 

| loss ratio is under 55 

percent. 

Compania Cubana, De Fianzas: S. L. | Phoenix Indemnity Co. of New York: | 30 percent of premi- 
Maduro, president and managing di-| H. Lloyd Jones, president; F. E. ums. 
rector. | Newton, secretary. 

Compania Cubana de Seguros El] Globo: | Globe Indemnity Co., New York, | 45 percent of premi- 
Guillermo F. Kohly, president; Alfre- N. Y.: T. Corwin Steele, secretary | ums. 
do J. Kohly, executive vice president. and comptroller. 

La Consolidada, Compania de Seguros: | Lloyd’s of London .-| 30 percent of premi- 
Luis Marrery, general director. | ums. 


INTERVIEWS WitH GSA PERSONNEL BY HERBERT SOLOW AND Miss ELEANOR NADLER 
FOR FoRTUNE, FoR AUGUST 1955—ARTICLE 


May 11: Lehman (introductory). 

May 12: Pinkley. 

May 18: Pinkley, Commissioner Strobel. 

May 19: Commussioner Mack, Peyton, Commissioner Walsh. 

May 25: Cleary, Elliott, Pinkley, Grover. 

May 26: Walsh, Sol Elson, Shacklette, Elliott, Pinkley. 

May 31: Max Medley, Frank Fox, Pinkley. 

June 1: John Croston (interviewed by Miss Nadler), Pinkley, Administrator 
Mansure. 

June 2: Administrator Mansure. 

June 3: Administrator Mansure (interviewed by George Bookman). 

June 21: Pinkley, Shacklette, A. E. Snyder, Administrator Mansure. 
Introductory comment (May 11) consisted of laying out the ground rules and 

voicing the Administrator’s view that we have “nothing to conceal.” The first 

batch of documents was turned over to Solow-Nadler at that time, and there 

was no further interviewing that day. In the course of the opening exchange, 

Solow made known that he is working on a CSA-wide story for Fortune’s August 

issue. 
Note.—Lehman was present at every interview, except when telephoning. 


AvcustT 2, 1955. 
To: The Administrator. 
From: Deputy Director, P. I. and R. 
Subject : Time devoted to Fortune magazine May 6—July 18, 1955. 

In the 10 weeks between May 6 and July 18, Fortune magazine monopolized 
a minimum of 400 hours and a maximum of 500 hours of the working time of 
GSA personnel in collecting information for the article on GSA in the magazine’s 
August issue. 

An estimate of this kind is naturally subject to error largely because time 
records were not kept in the early stages of the interviewing. There was no 
reasonable expectation that the Fortune team of Herbert Solow and Eleanor 
Nadler would demand so much time and information. However, the minimum 
of 400 hours is a conservative figure. 

In fact, Fortune’s research into GSA is without precedent in the time and 
attention required of GSA personnel. It should be noted for the record that 
every question Was answered, every request for information was satisfied, and 
every demand for access to documents was granted. 

The time consumed by Fortune, invariably at Solow’s insistent demand, is the 
sum total of: 
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1. Interviews with GSA officials, including the Administrator, Assistant Ad- 
ministrator, service heads, staff officers, and other GSA personnel. 

2. Service furnished by the Office of Public Information and Reports in an- 
swering questions asked by the Solow-Nadler team and in furnishing documents 
and other information. 

Interviews.—Solow-Nadler team had 28 interviews with 15 GSA officials. In 
all, at least 76 hours of GSA time were spent in these interviews. The attached 
table sets forth the time required by these interviews. 

Public information and reports.—In addition to the time spent in attendance 
at interviews, the Deputy Director of the Office of Public Information and Re- 
ports devoted approximately 75 percent of his time to Fortune over the 10-week 
interveiwing period. This represents 300 hours. At the same time a substantial 
part of the time of the staff of the Office of Public Information and Reports was 
likewise devoted to the same purpose. 

It should be noted that the burdensome demands of the Fortune team forced 
the Office of Public Information and Reports to resort to a heavy schedule of 
overtime work, including Saturdays and Sundays on several occasions. 

Other service to Fortune.—In addition, other GSA units devoted considerable 
time to collecting and preparing information for the Solow-Nadler team. This 
material was gathered at Fortune’s request. 

These units include: 

Division of Personnel (Office of Management) 
National Industrial Reserve (PBS) 

Real Property Division (PBS) 

Emergency Procurement Service 

Office of General Counsel 

Office of Comptroller 

Office of the Administrator 

GSA records were meticulously checked, and the information was prepared for 
oral or written transmittal to Fortune. In some cases, the original records were 
furnished to the Fortune team. 

The amount of time devoted by these units has not been tallied, but it probably 
represents 100 hours of working time. If so,-it would mean that the 500-hour 
estimate is a realistic evaluation of the demands of the Fortune team. 


Time devoted to interviews requested by Herbert Solow of Fortune magazine, 











May 12—June 21. 
Hours 
Aviininistvétor-Mameure: see ee oe i 8. 25 
Jamen’?.. Pintiey. 3 eo ee oe ea ee 10 
Ooceonbiiiouiet Wenn... on oe et ea eee 2.5 
Bids: ©. Gime. et eh 1.5 
Meee Wee, a ee Le ee ee ues 1.5 
CO TI iictiitiincstiiniicisengactnnapiciscas alia ticir tcc ict iich itll iN dla wait 1.5 
Dr, WO) Shower. oe eo ee ee ee eee 1. 25 
| IY asians ine cists pinning tata ec latieiiin aaibes a papeaiad 1.0 
TI TI i items nts iiesininipn ene cities canine la anita thasil thie lipliaalbaics 1.0 
I TN i anise a ct Rana aaa a ch tae icin iti 1 
A. Th BAGG indicia cic cnmncirnnmnicctittipntinmpammpeee nD Ae 5 
BUI FO insistence nceech wiscicginntbittiipin inn pnb dbibc acai e nk ae aS Ee 5 
Wiltiaes COnOG7 oii i hs esa al I a Su so ks 5 
Dy Ei POOR oss iittala tebe cold, eee els eal 5 
DE TR iii iti ce hint Sketches hci ib lait tcc as ahaa Diahdhdntbisibbsheas 25 
Eo sein ineesin ech nee cites bicninip eee sbnn th batman: 31.5 
De TF. DeRose cskite inn tiets dein teadisusiem, 31.5 
eet iin iis cde cei entitle etiisehibineentvinjoebiiibhedtlh ms testes mate llen 63. 0 
Adjustment for staff officers and others who participated in part of 2 
interviews with the Administrator for a total of 18 man-hours__________ .0 
a ei oe wo cle geen eee bee iene eee eee we 76.0 


Chairman Brown. Is there anything else you would care to refer to? 
Mr. Mansvre. Any questions you would hketoask? Weare appre- 
ciative knowing the tremendous pressure on you as an individual at 
this particular time. We are very thankful for the opportunity to 
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answer these questions and explain our position and answer your 
questions. 

Chairman Brown. We are glad to have given you an opportunity 
to appear. 

Senator Carenart. Do you know of any instance in which favor- 
itism was played? The title of this article “The Big General Services 
Administration Long Needed a Big Cleanup, but GSA Is Still in the 
Same Sort of Mess It Was in When the Republicans Took Over.” Con- 
gressman Brown, it isn’t any worse. They say it is the same as it was 
when you Democrats ran it. 

Chairman Brown. Because you took over our policies? 

Senator Capenmart. At least they are not getting worse. 


The main ingredients: Favoritism, factionalism, sloppiness, and waste— 


but the article is pretty much written around the Cuban nickel mine. 
One of the charges was that— 


The contractor, hired 90 days after Balmer and Moore became registered brokers, 


is Snare-Merritt, now expanding the capacity of GSA’s Nicaro nickel plant in 
Cuba. 


After all premiums are paid, the Nicaro commission of Balmer and Moore 
will be about $44,000. (The other one-third is to go to a Cuban broker who is 
actually to do the technical work on the policy.) 

That has to do with what? An insurance policy of some kind? 

Mr. Mansure. That is on workmen’s compensation. We would 
like to answer that question. 

Senator Carenarr. He maintains here that this Mr. Balmer, this 
Chicago fellow, was given the insurance business, is that correct ¢ 

Mr. Mansvre. That is not correct. We would like to give you the 
facts very quickly on the letting of the insurance. 

Mr. Prngiey. The workmen’s compensation insurance in Cuba, 
which is the only one that requires any money, is required by Cuban 
law. No insurance company can write insurance in Cuba except 
Cuban companies and subsidiaries of American companies who have 
been specially licensed to do business in Cuba. We prepared a stand- 
ard for the insurance, setting forth the amounts of insurance, the 
limits of liability and the general instructions to bidders. We named 
no insurance companies and no insurance brokers. Bids were taken, 
five bids were received. In Cuba, workmen’s compensation premium 
rates are established by law and there can be no competition for the 
business. 

However, in return for the premium, the insurance company has 
to agree to take care of or to provide hospital and sein services 
for all compensation cases. Normally they do that with a local pri- 
vate hospital where the job is going gn. 

There are no private hospitals adjacent to Nicaro. 

Therefore they make arrangements to use our own hospital facili- 
ties. Our hospital is under contract to a doctor who is operating the 
hospital for the contractor. He still can take care of the compen- 
sation cases of Snare-Merritt. Therefore as an element of competi- 
tion we asked each company to tell us how much they woul:! pay us 
for this hospital and medical serviees, how much they would pay back 
to the Snare-Merritt account in terms of the insurance premium. 

Two bidders said 30 percent, 1 bidder said 36.5 percent, and 2 bid- 
ders said 45 percent. 
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Chairman Brown. Which did you accept ? 

Mr. Prnkiry. We accepted the one with the 45 percent. One of 
these bidders was a subsidiary of an English company who have 
now and are now carrying the workmen’s compensation for the oper- 
ating contract. That is a material risk. There are 1,930 employees. 
covered by that insurance. We did not feel that it was good policy 
to put all of our eggs in one basket. 

We therefore selected the other tie bidder. 

In other words the workmen’s compensation premium will amount 
for the 2 years of the expansion program to approximately $500,000. 

Chairman Brown. The premiums for those two companies are the 
same ¢ 

Mr. Pryxiry. That is right. It is the same for all companies. 
Getting a 45-percent return means we will get $225,000 back for the 
medical services. We in turn will contract with the doctor to provide 
those services. We will pay him approximately $4,000 a month. He 
has given us an estimate of his costs because he already has the other 
contract and he will only have to add 1 doctor and 2 or 3 nurses, there. 

Chairman Brown. Is that customary in that line of business ? 

Mr. Pinxtry. Yes. This doctor took over the operation of the 
hospital which was operated directly by Freeport in the original 
operation and resulted in a cost of about $55,000 a year. Since we 
have had the doctor—he is a very prominent doctor and surgeon in 
the island of Cuba, he has 5 doctors and 7 nurses. He has all the 
charwomen. He provides the linens, provides the food, and buys the 
medical supplies and maintains the property. We do not pay him 
anything except that under the operating contract we get a return of 
80 percent for medical services. 

We give him 45 percent of that. Last year he made $12,000. We 
audit his books. He distributed another $5,000 between his help. 

Senator Carenart. Is Balmer in the insurance business? 

Mr. Prnxtey. Balmer is not in the insurance business as an insur- 
ancecompany. The first I heard of him was when a gentleman came in 
to see Mr. Mansure too on the insurance. 

Mr. Mansvure. That is Erwin Shafer. 

Senator CaprHart. It says: 

* * * Balmer and Moore registered in Illinois as insurance brokers in May 
1954. 

Is that the same Balmer mentioned in this article? 

Mr. Mansure. Yes, the same Balmer. 

Senator Carenart. Why did he organize a separate company ? 

Mr. Mansvure. I don’t know about his being in the insurance busi- 
ness. The first I knew about thisswas when I read this in this article. 
We had a number of people call on us regarding not only the insurance 
but all phases of this operation. We have a standard procedure. We 
treat everybody alike. We give them a courteous reception and refer 
them to the individual familiar with that phase of the operation. 
However, on all of this bidding, this is done to National Lead, our 
operators. We do negotiate or handle the bid on any of these contracts, 
the insurance contract the same as any other contract. 

Those were sealed bids, is that right ? 

Mr. Pryxtey. That is right. 

Mr. Mansure. They went to New York? 
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Mr. Mansure. They were sent to Snare-Merritt’s office in Habana 
and then forwarded unopened in New York and were opened in 
the presence of Snare-Merritt, National Lead, and the GSA engineer. 
I would say approximately 20 insurance company representatives 
called on me. 

Senator Caprnart. It is not clear to me how Balmer if not in the 
insurance business got into this at all as an insurance matter. 

Mr. Pinxiey. Most insurance is written by the insurance carrier, 
the man who accepts the risk of most of the policies are handled 
through a broker. 

Senator Carruartr. But Balmer according to this article organized 
a brokerage firm in May 1954 with a man by the name of Moore. 

Mr. Prnxtey. Brokerage fees are paid by the insurance company, 
not by the insured. We don’t know how much brokerage fees are paid. 
The insurance we accepted was with a company called LaLahainza 
and they are insured through a company in Philadelphia. The insur- 
ance company of North America, of Philadelphia, Pa., carries a big 
prt of their insurance. 

Mr. Mansvre. I want to say that we have had no dealings with the 
firm of Balmer & Moore or whatever the name of the firm is. We don’t 
even know that there is a firm like that in existence. If there has been 
any negotiations, that has been through the principals. The princi- 
pals bid on this. They have not called on us. The only person who 
‘alled on us was Edwin Shafer whom we know as Mike Shafer. 
When he came in to see me, his conversation with me was for a few 
minutes. We turned him over to Colonel Pinkley and you turned 
them over to the National Lead people. 

Mr. Pinxtey. Yes. 

Mr. Mansvure. The other statement, “Later the agent revisited Man- 
sure, finally telling him that things looked pretty good.” So they 
were. “Insurance,” Mansure says, “is a byproduct of politics.” 

That discussion happened at a time I was on the way out of the 
office to a meeting. Mr. Shafer came in. Whatever expression he 
used, if he said it looked pretty good, it merely meant he was making 
headway on the progress of the insurance. I said “Fine” and I walked 
out of the door. That is the extent of the entire conversation. 

Chairman Brown. Did that company get any advantage over any 
other company ? 

Mr. Mansvure. They were 15 percent lower than the other bidders 
except the one company that had the insurance on the operating part 
which National Lead decided against to place that insurance in it. 

Senator Capenart. I would like to place in the record at this point 
correspondence taken from the files of the GSA that have to do with 
the insurance. 

Chairman Brown. That may be done. 

(The documents referred to are as follows :) 


NICARO NICKEL PLANT EXPANSION—INSURANCE REQUIREMENTS FOR PRIME AND 
SUBCON TRACTORS 


A. GENERAL 


The following constitutes the insurance program for the expansion of the 
Nicaro nickel plant and sets forth the Government’s requirements for interim 
and definitive coverages. The premiums for such covearges are allowable costs 
within the provisions of the several contracts. Premiums for insurance cover- 


67332—55——_14 





208 DEFENSE PRODUCTION ACT 


ages in excess of the amounts or limits set forth, or for types of coverage other 
than those specified, shall not be considered allowable costs unless specifically 
approved in writing by the contracting officer. 


B. INTERIM COVERAGES 


All definitive coverages shall be procured by competitive bidding. To provide 
coverage pending the solicitation of bids and the award of definitive insurance 
contracts, as hereinafter provided, the contractor and/or subcontractors shall 
obtain binders of the types and in the amounts or with limits provided for 
definitive coverages. Competitive bidding is not required in obtaining binders 
for these interim coverages. 

As the insurance carriers writing the interim binders may or may not be 
the successful bidders for definitive coverages, such binders will provide for pro 
rata premium adjustment upon cancellation. Interim binders shall be imme- 
diately canceled upon approval, award, and acknowledgment of definitive cover- 
ages. Binders shall be issued in triplicate and the original and one copy for- 
warded to the contracting officer for consideration and approval. Binders pro- 
cured by subcontractors shall be submitted through the prime contractor. 


C, DEFINITIVE INSURANCE COVERAGES 


1. Invitations to bids 


The contractor and/or subcontractors shall obtain sealed insurance bids in 
triplicate from at least four carriers. Of these 4, 2 should be from fixed premium 
carriers, and 2 from reliable dividend-paying carriers, if possible. The invita- 
tions to bid shall be mailed to effect their receipt by each selected carrier, as 
nearly as possible, on the same day, and the closing day and hour for bids to 
be postmarked, or delivered; shall be clearly stated therein. Two copies of each 
invitation will be furnished to the Chairman, Nickel-Graphite Committee, Gen- 
eral Services Administration, Washington 25, D. C. 

Bids will be received by the contractor, or his authorized representative, who 
will evaluate the bids and forward the evaluation and recommendations to the 
Chairman, Nickel-Graphite Committee, Washington 25, D. C., for review and 
approval. Definitive policies for insurance are not to be purchased until the 
award has been approved by the committee. 

Proposals will be obtained for the following coverages: 


Type of insurance coverage Amount or limits 
Workmen’s compensation and employers’ liability_-__...__.___.__-----_-_ (*) 
Comprehensive general liability : 

Bodily injury liability : 


Poe Gu PRO oo os Lee eeini ideas $100, 000 

PS I osid ttc sad se mente ae 300, 000 
Property damage liability (with $100 deductible clause) : 

a INE UII oo agate ec hiataatas cetera anna eee td tier tainted totes 50, 000 

Ripeieeate 65 ee ee A ee el eal 100, 000 


Contractor’s protective liability : 
Bodily injury liability: 


I aia eae he el a a ec 100, 000 
INN ce cee ce eee a ed ra a ak eon 300, 000 
Property damage liability, (with $100 deductible clause) ________ 50, 000 


Comprehensive automobile liability : 
Bodily injury liability: 


ee WOU. sk tina beteandeasbidbeoksat. needa 100, 000 
Wiech Serban ns a ee eee ae eee 300, 000 
Property damage liability (with $100 deductible clause) __________ 50, 000 


Marine insurance: Government-owned vessels: 
Hull coverage (not including vessels under NPC control) : 
Hull coverage damage equal to the insurable value of each 
marine type barge, tug or vessel, with $100 deductible clause. 


Liability : 
Bodily injury liability : 
BI MII. 2... siaccatinccisciaiteonn tate Sitti esa cda aaa naeencesaiatnm moins 25, 000 
Mach secidet uli ul eel a eae sail 50, 000 
Property damage liability (with $100 deductible clause) ______ 25, 000 


1 As required by law. 
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D. INSUBANCE PROPOSALS AND LETTERS OF INVITATION 


To assure uniformity of insurance carriers’ proposals, identical bid forms 
should be supplied to each invited carrier, with appropriate instructions for 
submitting bids for each type of coverage required. Sufficient copies should 
be furnished to bidders to permit submission in triplicate. 

Letters of invitation should also include the following information for bidders 
on coverages as follows: 


1. Workmen’s compensation and employers’ liability insurance 


(a) A brief description or identification of the site of the work. 

(b) An itemized list of estimated classes of work which will be performed by 
the employees of the contractor, and opposite each class of work, an estimated 
amount of payroll which will be expended. Estimates should be as accurate 
as circumstances will permit. 


2. Comprehensive general liability 


(a) A brief description or identification of the site of the work. 
(bo) A description of the work to be performed. 
(c) Estimated number of employees. 


3. Contractor’s protective liability 


(a) A brief description or identification of the site of the work. 
(b) Estimated amount of work to be subcontracted. 


4. Comprehensive automobile liability 


(a) A brief description or identification of the site of the work. 

(b) The estimated number of each of the following classes of automotive 
vehicles to be used in the conduct of business of the contractor, or subcontractor : 

(1) Passenger automobiles owned by the contractor (if any). 

(2) Commercial automotive vehicles owned by the contractor (if any). 

(3) Hired or rented passenger automobiles. 

(4) Hired or rented Commercial automotive vehicles. 

(5) Government-owned passenger vehicles. 

(6) Government-owned automotive vehicles other than passenger carrying. 

(7) Employee-owned automobiles (if used for the contractor in the prosecu- 
tion of the contract). 


5. Marine insurance 


(@) Vessels will be confined to navigation of Levisa, Nipe, Cabonica, and 
Arroyo Blanco Bays, Cuba. 


(b) Coverage to exclude all liability under the Cuban Workmen’s Compensa- 
tion Act. 

(c) Coverage to state the amount of return premium in the event of lay-up of 
a vessel. 

All companies solicited for bids must be those which are approved for writing 
insurance in Cuba and must be financially sound with an unobligated surplus 
of not less than $1 million. The letters of invitation to the selected carriers 


shall require the following to be submitted with each proposal on coverages 
as follows: 


1. All coverages 


(a) A recent financial statement showing the financial condition of the carrier 
as of a date not more than 12 months prior to the date of the proposal. 

(bo) A statement in detail showing the amount of each risk to be retained by 
the carrier, and name of each reinsurer and amount to be placed with each. 

(c) In the case of dividend-paying carriers, the average rate of dividends 
paid in the past 5 years should be given, also rate for 1953. 


(d) Submit specimen forms of policies proposed to be used, including all pro- 
visions and endorsements. 


2. Workmen’s compensation and employers’ liability insurance 


(a) Brief description of the claim, safety engineering, and medical service 
which will be rendered, including the distance in miles from the project where 
each service will be located. 

(b) Bids should be submitted on both the retrospective-rating plan and the 
guaranteed-cost plan. 

(c) A statement in detail of the additional premium, if any, for providing 
elective benefits under the Longshoremen’s and Harbor Workers’ Act, with 
respect to workmen’s compensation insurance. 
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(d) If hospital facilities are provided at the plant site, the insurers’ bids should 
state the amount, or percentage, of tariff premium, to be reimbursed the insured 
in lieu of furnishing hospital and medical care, except those cases where special- 
ized treatment cannot be provided, with respect to workmen’s compensation 
insurance. 

E. ENDORSEMENTS 


The following endorsements must be made a part of all insurance binders and 
policies before approval will be given: 


1. Workmen’s compensation 


It is agreed that the payrolls used for the purpose of determining the premium 
for the policy will be confined to those expended for the work done under the 
insured’s obligations to the Government of the United States and approved by 
the Government’s representative at the site, and no charge will be made for 
insurance extending to any operation or location not a part of the work per- 
formed by the insured under his contract with the United States Government. 

Insofar as all employees who are not Cuban citizens are concerned, their 
insurance is subject to the benefits of the Cuban Workmen’s Compensation Act, 
or the United States Longshoremen and Harbor Workers’ Act, as may be elected 
by the claimant. 


2. Comprehensive general liability insurance 


The contractor and/or cost-plus-a-fixed-fee subcontractor shall be named as 
the insured with the Cuban Nickel Co., and the United States of America, acting 
by and through the General Services Administration, as additional insured. 

Where coverages are underwritten through dividend companies, or participat- 
ing companies, the dividends, refunds, etc., shall be made payable to the Treas- 
urer of the United States of America, and subsequently credited to the cost of 
premiums reimbursed by the Government to the contractor covered by such 
policies. 

It is agreed that as respects bodily injury liability coverage only, the word 
“occurrence” is substituted for the word “accident.” 


8. Automobile coverage, employers’ nonownership liability 


Other than automobiles owned by the Cuban Nickel Co. : 

The insurer waives any right of subrogation against the Cuban Nickel Co. and 
the United States Government which might arise by reason of any payment 
made under this policy. 

It is agreed that wherever the word “accident” appears in this policy, the 
word “occurrence” is substituted therefor. 


4. Marine insurance—including hull coverage and liability on Government-owned 
equipment 
The Cuban Nickel Co. and the contractor shall be the named insured. Payment 
of hull loss shall be made payable to the Cuban Nickel Co. 


5. All insurance documents, policies and/or binders 


The insurance company shall notify the Nickel-Graphite Committee, General 
Services Administration, room 6327, General Services Building, Washington 25, 
D. C., 30 days prior to the effective date of any change in, or cancellation of, this 
policy. 

This insurance may be canceled by the insured upon expiration, termination, 
or cancellation of its contract and premium adjusted will be made on a pro- 
rata basis. 





JULY 1, 1954. 
Gen. A. F. Lorenzen, Retired, 
Miami Shores, Fla. 


DeaR GENERAL LORENZEN: Your letter of June 24, 1954, and previous com- 
munications indicate your very intense interest in the insurance program of the 
Nicaro nickel plant, Nicaro, Cuba. 

As I informed you when you were in Washington, all of the insurance required 
in connection with Government-plant operations is placed on the basis of com- 
petitive bids obtained from reputable and favorably known insurance companies. 
It has been the policy of this Administration not to dictate to our contractors 
the names of any bidders either as prime carriers or brokers. 
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Our normal procedure is to set up standards of insurance requirements indicat- 
ing the types of coverage and the amounts or limits considered necessary to 
afford adequate protection to the contractor and to the Government. We try to 
make these specifications complete and to give full instructions as to our require- 
ments for the benefit of each bidder. 

With respect to the Nicaro expansion project, insurance will be placed by 
the National Lead Co. on the basis of a specification which has been furnished 
to them by this office. We have designated no companies or brokers; and National 
Lead Co. is free to obtain proposals from any and all interested insurance carriers. 
We are sure that this activity will be carried out on an impartial basis, and that 
all competent bidders will have an equal opportunity to obtain the business. 

With respect to the workmen’s compensation insurance, we recognize that the 
rates are established by Cuban law and that the only competition available is 
that arising out of a premium rebate in payment for the use of our hospital 
facilities in Nicaro. This is the basis on which the workmen’s compensation 
insurance for the operating contract has been procured, and we believe that a 
similar plan may be used in connection with the expansion program. 

It is our suggestion that you contact the National Lead Co., 111 Broadway, 
New York 6, N. Y., and request an opportunity to submit a proposal covering 
the insurance requirements. Your letter should be addressed to Mr. Harry C. 
Wildner, vice president. While Mr. Wildner will probably not handle this matter 
personally, he will forward your letter to the appropriate official. 

In our previous insurance program our contractors have placed coverages 
with hoth Cuban insurance companies and with Cuban subsidiaries of other 
companies. We have not indicated any preference in this matter, but have 
judged the proposals submitted on the basis of their individual merits. They 
do require that the carrier be financially strong enough to afford reasonable 
protection at least for that portion of the coverage which is not reinsured. 
Other than this requirement and a requirement that the carrier be a company 
of good repute, no restrictions are placed on bidders. 

We are sure that National Lead Co. will give any proposal that your company 
cares to submit every reasonable consideration. 

In accordance with your request, we are returning the enclosed letter. 

Very truly yours, 
: J. P. PINKLEY, 
Chairman, Nickel-Graphite Committee. 


My Dear Coronet: The enclosed translated letter is a duplicate of the copy 
mailed Mr. Mansure. Believe you will find it informative as well as quite self- 
explanatory. 

It is my considered judgment that we, as the United States Government, should 
avail ourselves of every opportunity te evidence a friendly desire to cooperate 
with our Latin neighbors—and very defmitely more so now than ever. We need 
to improve our relations. 

I sincerely regard this as vital and important and trust you will agree. 

I neglected to tell Mr. Mansure of a personal letter I received from my very 
close friend John Purifoy, our United States Ambassador in Guatemala. Its 
contents will shock you both. Will tell you more about it when I see you. 

Faithfully yours, 
LORENZEN. 

JUNE 24, 1954. 

Since the enclosed is the only copy I have—would you mind having anothes 
copy made and send it—for my records please. Thanks. 

NOvEMBER 1, 1954. 
Gen. A. F. LORENZEN, 
Miami Shores, Fla. 


Dear GENERAL: Many thanks for your letter of October 28. It is always a 
pleasure to hear from you. 

We are working on insurance for the expansion program but, of course, there 
are a lot of factors involved. There are many people who have been very help- 
ful in the past and they feel they should have consideration on an equal bid 
basis for the insurance. We understand that La Consolida has been invited to bid 
on the insurance requirements. 

There is quite a feeling against placing this insnrance with other than Cuban 
companies or Cuban subsidiaries of United States companies, and for placing 
all reinsurance with companies in the United States. 
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As the insurance will cover the Snare-Merritt joint ventures, we understand 
that the prime contractor, National Lead Co., has given instructions to Snare- 
Merritt with respect to obtaining bids on the various coverages. I suggest that 
you maintain contact with Snare-Merritt regarding the bidding and subsequent 
procedure. 

In the meantime, very best personal wishes. 

Cordially yours, 
Ned 
Epmunp F. MAnsvre. 


Dear NED: Kindly pardon this longhand letter. 

It has been some time since I have communicated with you, not wishing to 
take up any more of your time than necessary. 

However, the securing of that insurance contract for La Consolida is quite 
important to me. 

I am informed that my securing said contract will be entirely up to you. 

Of course, I hope that is true. My people have offered all the guaranties— 
reinsurances with Lloyd’s, reductions in the cases of the sick and wounded are 
taken care of in the hospital which Nicaro has where the mines are located— 
all of this done at the expense of our receiving less profits of commissions, but 
in order to be awarded the policy. 

The last time I visited with Colonel Pinkley he suggested that Mr. Gamba of 
Suare Corp. in Cuba would be important for our people in Cuba to contact and 
cultivate. This advice pleased me, since I knew the relationship with him in 
Cuba was very friendly and quite ideal. 

Mr. Juresco has just returned from an extended trip to Europe. He is now 
at the Hotel Gladstone, 114 East 52d Street, New York. Having visited with 
Mr. Wildner and Bonner before going to Europe, do you consider it advisable 
for him to contact Mr. Wildner now? 

Your advice, Ned, will be gratefully appreciated. 

Faithfully yours, 
GENERAL. 

OCTOBER 28, 1954. 

Juresco will, of course, be glad to come over to Washington for a visit with 
yourself and Colonel Pinkley if desired. 

By the way, Ned, Allen Dulles is very much impressed with my L. and B. 


weapon. Thanks for your advice to make that contact. Personally, I consider 
it outstanding. 


NovEMBER 16, 1954. 
To: The Administrator—A. 
From: Chairman, Nickel-Graphite Committee. 
Subject: Insurance under the Nicaro expansion project. 


While I was at lunch today, the proposals covering workmen’s compensation 
and liability insurance were received. I have reviewed them briefly to ascertain 
which companies were bidding and the companies through which they propose 
to place reinsurance. Attached is a résumé of my review. 

National Lead Co: assures me that no contract has been awarded for any of the 
insurance requirements other than to place 60-day binders to provide coverage 
during selection of the definitive insurance companies. Have definitely in- 
structed both National Lead and Snare-Merritt that no commitments of any kind 
are to be made pending approval by the Government. 

Find no reference to any national insurance company in the bids. 

Have not had time to analyze the actual proposals but will inform you as 
soon as I have this information. 


(a) G. F. Kohly, 8. A., Habana, Cuba 


Insurance placed as general agent for— 
1. El Globo, subsidiary of Liverpool, London & Globe. 
2. Aetna Fire Insurance Co. 
3. Queen Insurance Company of America. 
Propose to place insurance through El Globo with reinsurance through Globe 
Indemnity of New York. (Am informed that Globe Indemnity has no foreign 
affiliations or parent company.) 
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(b) Godoy-Sayan, 8. A., Habana, Cuba 
Proposes to reinsure with North American companies comprising— 
Insurance Company of North America. 


Indemnity Insurance Company of North America. 
Philadelphia Fire & Marine Insurance Co. 


(c) La Canera Compania de Seguros, 8S. A., Habana, Cuba 


Normally reinsures through Lloyds of London but will reinsure through any 
North American company named. 


(d) Compania Cubana de Franzas, 8. A., Habana, Cuba 
Reinsurance through Phoenix Indemnity Company of New York. 


(e) American International Underwriters Corporation of New York 
Representing— 

Fireman’s Insurance Company of Newark, N. J. 

Milwaukee Insurance Company of Milwaukee, Wis. 

. Commercial Insurance Company of Newark, N. J. 

Security Insurance Company of New Haven, Conn. 

. American Home Assurance Co. 

. National Union Fire Insurance Company of Pittsburgh. 


Sm 8 po 


DeceMBer 16, 1954. 
Re Nicaro expansion insurance. 


Gen. A. F. LorENZEN, 
Miami Shores, Fla. 


Dear GENERAL LORENZEN: In the absence of the Administrator, Mr. Edmund 
F. Mansure, from Washington, I shall furnish such information as I can re- 
garding the questions contained in your telegram of December 12, 1954. 

It is the Administration’s policy to utilize the services of firms in the area 
where the work is to be performed, to the extent possible, and within Govern- 
ment requirements for competitive bidding. 

In this instance we are agreeable to the award of insurance contracts to 
financially responsible Cuban companies, or to Cuban subsidiaries of United 
States companies. For reinsurance, we believe it appropriate to utilize re- 
sponsible and reputable companies in the United States. 

We understand that none of the insurance bids received were acceptable. 
New bids will be taken by the Snare-Merritt construction subcontractors. If 
you_wish to submit a proposal, a revised specification of requirements will be 
furnished upon application to their Habana office, at Paseo de Marti, 360, atten- 
tion Sr. Raoul Fernandez. 

I shall inform Mr. Mansure of your inquiry upon his return. 

Cordially yours, 
AL E. SNYpkER, 
Assistant Administrator. 


Fepruary 9, 1955. 
Re return of insurance proposal. 
Gen. A. F. Lorenzen, Retired, 
Miami Shores, Fla. 


Dear GENERAL LORENZEN: Mr. Mansure has asked me to return the copy 
of the insurance proposal from La Consolidata, as we have been unable to obtain 
: verbatim translation of it. My own high school Spanish is hardly equal to 
t. 

We assume that La Consolidata has submitted their proposal to the Snare- 
Merritt office in Habana, from where it will be forwarded, with others, to the 
New York office, and all opened together in the presence of Snare-Merritt, 
National Lead, and GSA representatives. 

I am sure that each bid will receive fair and impartial consideration under 
the procedure we have set up. As we have delegated this responsibility to our 
contractor, and will have a representative at the bid opening, we do not see how 
we can give separate consideration to individual bids. 
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Representatives of the bidders may be present at the opening if they desire. 
As soon as these bids have been analyzed and compared, all bidders, will be 
informed of the results. I shall write you personally as soon as that informa- 
tion is available. 

Sincerely yours, 
J. P. PINKLEY, 
Chairman, Nickel-Graphite Committee. 


Fesruary 10, 1955, 
Re Nicaro expansion insurance. 
Mr. E. M. SHAFER, 
Balmer & Moore Insurance Agency, 
Chicago, Ill. 

Dear Mr. SHAFER: We are returning the copies of the proposals and related 
material enclosed with Mr. Enrique Godoy’s letter of the 3d addressed to Snare- 
Merritt, Habana, which you left with Mr. Mansure, for your file. 

The various bids received by Snare-Merritt, Habana, were forwarded unopened 
to their New York office where they were opened in the presence of representa- 
tives of Snare-Merritt, National Lead Co., and GSA. We have insisted on this 
method of assuring fair and impartial consideration of each proposal. As soon 
as these bids have been analyzed they will be forwarded to this office with the 
recommendations of the concerned sub and prime contractors. I shall, of course, 
discuss them with Mr. Mansure before any award is approved. 

The award will be made by Snare-Merritt. 

We note that the proposal provides no coverage for the comprehensive public 
liability, automobile liability, or other supplemental coverages requested by the 
invitation to bid. It is assumed that these coverages were included in the 
submittal to Snare-Merritt. 

You will be informed of the results of the bidding as soon as the analysis is 
completed. I shall inform you personally about it. 

Sincerely yours, 
J. P. PINKLEY, 
Chairman, Nickel-Graphite Committee. 





GENERAL ENGINEERING DEPARTMENT, 
March 25, 1955. 


Subject: General Services Administration Contract No. GS—00-B (D)-1516, 
Insurance coverage for Nicaro expansion program. 
Mr. J. P. PINKLEY, 
Chairman, Nickel Graphite Committee, 
General Services Administration, 
Washington 25, D. C. 

DEAR Mr. PINKLEY: Attached hereto, in duplicate, please find copies of insur- 
ance bids received from Cuban insurance companies on the following coverage 
as stipulated on the Snare-Merritt invitations to bid for the expansion program 
at Nicaro: 

1. Workmen’s compensation and comprehensive liability insurance 

2. Comprehensive automobile liability and property-damage insurance 
3. Payroll-robbery insurance 

4. Primary commercial blanket bond 

We are also including the analyses of bid summaries as prepared by Snare- 
Merritt and the National Lead insurance advisers, Hamlin & Co. 

After consideration of the bids as presented, and related discussions, it is the 
National Lead recommendation that insurance be placed with La Alianza, Com- 
pania Nacional de Seguros, S. A. We would appreciate your concurrence in this 
selection or recommendation of an alternate carrier. Our recommendation, of 
course, is based upon the premiums as set forth. It is based upon the statement 
and proof submitted by La Alianza that they will obtain the same favorable 
accident rating for Snare-Merritt as is proposed by the current insurer of the 
Frederick Snare Co. We have every reason to believe that this statement is true 
and that the rates will be extended to La Alianza. 

Before placing our insurance with La Alianza, it will be necessary to renegoti- 
ate the terms of his bid in order to exclude the comprehensive automobile liabil- 
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ity insurance, since this modification has been requested by your office after 
releasing invitations to bid. It is understood that the current Cuban Nickel Co. 
policy will cover all vehicles at Nicaro. 

Attention is called to the recommendation by Snare-Merritt that the bodily 
injury liability limits be increased from $100/300,000 to a new limit $100/1,000,000 
und the property damage limits be increased from $50,000—$100,000 to $1,000,000. 
snare-Merritt further suggests that La Alianza authorizes its United States re- 
insurer to issue workmen’s compensation and liability as well as property 
aamage policies to cover the New York office personnel of Snare-Merritt, 74 
Trinity Place. If you concur in the foregoing recommendations we should like 
to negotiate these at the same time that the comprehensive automobile liability 
insurance is withdrawn. 

Another item which we believe should be negotiated with La Alianza is that 
ot payroll robbery insurance. As indicated by the attached analyses, La 
Alianza incorporated several exclusions which we believe inadvisable and we 
therefore feel that steps should be taken to broaden the policy for our better 
protection. 

With regards to the primary commercial blanket bond, it is noted that La 
Alianza is not included on the approved listing as prepared by United States 
Treasury, submitted by General Services Administration. Attention is also 
called to the fact that this company is licensed to issue fidelity bond in- 
surance in the United States. We believe, however, that our negotiations with 
La Alianza should be on the basis that they will include all employees working 
in Cuba and their bond will be supplied by the Cuban company. The Snare- 
Merritt personnel in the United States would have to be covered by a separate 
bond issued by an acceptable United States reinsurer. 

At the satisfactory conclusion of such negotiations it is understood that all 
insurance binders now in effect will be canceled as soon as the above recom- 
mended insurance coverage has been made. 

We trust the foregoing clearly sets forth the results of insurance bidding and 
analyses for the Nicaro expansion project. Your early reply would be appre- 
ciated as we feel quite certain that as soon as results of this study are known, 
the company currently holding the insurance binder will seek an immediate 
release. 

Yours very truly, 
A. V. BENpbER, Chief Engineer. 


Aprit 15, 1955. 
Re Nicaro expansion insurance. 
Mr. H. C. WILDNER, 
Vice President, National Lead Co., 
New York, N. Y. 


Dear Mr. WILDNER: We have reviewed the several proposals for furnishing 
insurance coverages required under the construction subcontract between your 
company and the Snare-Merritt Joint Venture as submitted with your letter of 
March 25. These include: 

Workmen’s compensation and employer’s liability insurance. 

Comprehensive public liability including automatic liability and property 
damage liability. 

Payroll robbery insurance. 

Primary commercial blanket bond. 

Due consideration has been given to the claims and counterclaims of the 
bidders, and to the financial statements, reinsurance provisions and guaranties 
included. The following are our conclusions: 

(a) Workmen’s compensation and employer’s liability insurance: The bids 
of aL Alianza, Compania Nacional de Seguros, S. A., and of El Globo offer 
identical reimbursement for the use of our hospital facilities, which, because 
premium rates are established by Cuban law, is the only element of competition. 

Inasmuch as El Globo is the workmen’s compensation insurance carrier for 
the operating contractor, and as it is the Government’s policy to distribute its 
business as equitably as possible among qualified vendors, the proposal of La 
Alianza is approved. 

This carrier has certified that it can offer the reduced workmen’s compen- 
sation insurance premium rates based on the experience rating of Frederick 
Snare Corp. in Cuba, with full compliance with Cuban statutory requirements. 
Definitive policies must reflect this saving. 
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As the bids submitted did not include coverage for the Snare-Merritt employees 
in New York, new bids should be obtained for this insurance from at least three 
qualified carriers in the United States. These may include the qualified rein- 
suring companies of the respective Cuban bidders. 

(b) As the bids for public liability now include automotive coverage, which 
is to be withdrawn, the two low bidders, i. e., American International Under- 
writers and La Alianza, should be required to submit proposals for the same 
coverages, less insurance on all automotive vehicles. Coverage on rented vehicles, 
or for constructor employee owned cars used on official business, can very well 
be included under Cuban Nickel Co.’s fleet coverage. 

As the exclusion of the automobile coverage should reduce the rate, and might 
produce a new low bidder, authority is granted to approve the proposal which 
is most advantageous to the Government. 

In the event La Alianza is awarded the liability insurance contract in addi- 
tion to the workmen’s compensation contract, they should be required to reinsure 
90 percent of their liability coverage. Our idea here is to preclude overextending 
their own financial capacity. 

Regarding Snare-Merritt’s recommendation to increase the limits of liability 
under their public liability coverages, we feel that this recommendation should 
have been made before any proposals were invited. We are not agreeable to 
negotiation with the favored bidder for these increases at this time. 

However, after the insurance contracts are awarded, we are willing to consider 
such justification as the constructor may submit for increasing these limits. 

If sufficient justification is presented, and an increase is approved, the policy 
limits can be adjusted upward by endorsement. In submitting their justification, 
Snare-Merritt should also furnish information as to the increase in premium 
rates for the increased limits. 

(c) Payroll robbery insurance: La Alianza’s proposal for this coverage is sub- 
stantially lower than any of the other bidders for this coverage. However, they 
have excluded certain areas of risk from their coverage. We concur in your 
belief that the policy should be broadened to cover these risks. You are author- 
ized to negotiate with the low bidder, and award the contract to them, provided 
their premium increase does not remove them from the low-bidder status. In 
the event the increase in premium for covering the excluded risks raises Alianza’s 
bid over that of a competitor whose proposal covers those risks, then you should 
award the contract to the lower bidder. The amount of this coverage should 
be approximately two-thirds of the largest estimated amount of cash on hand 
in Snare-Merritt’s possession in Cuba at any one time. 

(d) Primary commercial blanket bond: El Globo is the low bidder for this 
coverage, and as they propose to place 100 percent of this coverage with Globe 
Indemnity, which company is on the Treasury Department’s approved list of 
bonding companies, this contract should be awarded to El Globo. A bond in the 
amount of $100,000 is considered adequate. If this same bond can be written 
to cover Snare-Merritt employees in New York, a substantial saving should re- 
sult. If not, the constructor should obtain bids for a bond in like amount cover- 
ing their New York employees, from qualified bonding companies. 

(e) Existing binders: Pending issuance of definitive policies and bonds, the 
successful bidders should be required to issue binders evidencing the respective 
coverages, and the present temporary short-term binders canceled concurrently. 
Care must be exercised to avoid any period during which all risks are not fully 
covered. 

When definitive policies are issued, they should be dated as of the beginning 
date of the binders so that full advantage of the longer term rates will be 
realized. 

Two conformed copies of each new binder should be submitted to this office 
for review and approval immediately upon issuance. When definitive policies are 
issued, the original and one copy of each should also be submitted for approval. 

While we have not followed your recommendation to place all of the above 
insurance in one carrier, we believe that the above arrangements will best serve 
the Government’s interest and, at the same time, be fair and equitable to the 
respective bidders. 

Sincerely yours, 
J. P. PINKLEY, 
Chairman, Nickel-Graphite Committee. 
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APRIL 27, 1955. 
Gen. A. F. LORENZEN, 
Miami Shores, Fla. 

Dear GENERAL LORENZEN: As Mr. Mansure was leaving the city on an extended 
trip, he asked me to reply to your letter of March 9 regarding the Nicaro expan- 
sion insurance. We had delayed writing until we had a chance to review the bids 
received by our contractor from the various insurance companies. 

To assure complete fairness, before approving the award of an insurance con- 
tract, our people here have carefully analyzed and compared each bid received. 

The premium rates are established by Cuban law, the only competition was in 
the amount each bidder offered to pay for the use of our hospital services. 

La Consolidada offered an amount equal to 30 percent of the insurance pre- 
mium, but 3 other companies offered substantially more. Therefore, we had no 
choice but to approve the award to the company offering the greatest saving 
to the Government. 

Because of your interest in the matter, we regret that La Consolidada’s pro- 
posal was not more favorable. 

Sincerely yours, 
J. P. PINKLEY, 
Chairman, Nickel-Graphite Committee. 


Horer NACIONAL DE CUBA, 
Habana. 


Dear Nep: Just a few lines of greeting and to let you know I came over 
here for another check up with La Consolidada. They express confidence in 
their bid proposal that they have met every requirement at a figure that should 
merit favorable action. 

Needless to say, I very much hope so. 

Trust all is well and right side up with you. 

Don’t like the looks of the war clouds at the moment. I did feel Dulles talk 
to the Nation was of real statesmanship caliber. 

Best to you, 


Gen. A. F. LoRENzEN, Retired. 
Marca 9, 1955. 


Looks like Pan American are going to get this hotel. Papers are all drawn up 
awaiting final action. 

Mr. Mansure. Pressure was brought by local companies on the 
Minister of Labor in Cuba. He discussed it with me at dinner on 
the second Saturday evening I was in Cuba. The approach was that 
the experience factor belonged to the insurance company and not the 
insured. The experience factor is a record of the injuries and so 
forth of the employees. 

The Minister of Labor of Cuba ruled against that with a statement 
that this is the first time he had ever heard of the experience factor 
belonging to the insurance company. 

That it belongs naturally in all cases to the one who is insured. 

Senator CareHart. What did Mr. Balmer have to do, if anything, 
with the whole nickel situation in Cuba? 

Mr. Mansvre. Not at all. This statement where it says, “Another 
avenue to Mansure that Merritt-Chapman & Scott had,” is just a 
lot of wishful thinking. These negotiations were carried on with the 
National Lead people and approved by the Government. There is 
nobody that has an avenue in GSA except that we try to make it easy 
for everybody to do business with the Government. You have all re- 
ceived a copy of our little pamphlet Open the Door to Selling to the 
Government; in that it tells exactly how to go about obtaining a con- 
tract from the Government. We are quite proud of the fact that we 
have completely eliminated any influence peddling in GSA. 

Through our 10 regions and our 4 districts the people can go right 
into our office in Kansas City or Atlanta or Boston or Reattle or wher- 
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ever they may be, the nearest office to where they are located. They 
can go to our business service center and find out exactly how to sell to 
the Government and who they are to see in that region. 

If the buying is done in Washington er New York or Chicago, not 
in the region they are at, they are told not only whom they should see 
there, but the appointment is made for them. 

Chairman Brown. Is there anything else? 

Mr. Mansvre. I would like to insert this in the record and I would 
also like a factual article on our operations in Cuba, a reprint from 
the Engineering and Mining Journal which is the authority in the 
mining field which was published a year ago as to exactly what is 
going on in Cuba. 

Chairman Brown. Without objection, that will be inserted in the 
record. 


(The document referred to is as follows :) 
[Reprinted from Engineering and Mining Journal, June 1954] 
NicAro Proves Lareritic NICKEL CAN Be PRODUCED COMMERCIALLY 


A pioneer in extracting nickel from the almost limitless laterites of Cuba, the 
Nicaro plant is thriving today and thinking about expansion. Here, for the 
first time, is the story of its technical achievements 


(George P. Lutjen, associate editor) 
WHO’S WHO AT NICARO 


Nickel Processing Corp.: Company formed to manage the Nicaro operation on 
a fee basis. Owned by National Lead Co. and Fomento de Minerales Cubanos, 
S. A. 

National Lead Co.: United States company, holding a 60-percent interest in 
Nickel Processing Corp., and responsible to GSA for running the operation. 

Fomento de Minerales Cubanos, 8. A.: Cuban company holding a 40-percent 
interest in Nickel Processing Corp. 

Cuban Nickel Co.: Owners of the Nicaro plant and several ore bodies. Com- 
pany stock is held entirely by United States Government. 

General Services Administration: Custodian of the stock and charged with 
responsibility within the Federal Government for the operation of the plant. 

Nicaro Nickel Co.: Holds several ore-hodies which to date have supplied all the 
ore for Nicaro plant and will, according to agreement with United States, 
continue to supply at least one-third for 20 years. 

Freeport Sulphur Co.: Parent company of Nicaro Nickel Co. 

So much of the talk about the United States Government’s Nicaro nickel 
operation in Cuba is strictly political, that many have lost sight of the fact that 
Nicaro is an important and vigorous adventure in technology. Regardless of 
politics, two facts stand out: 

(1) The United States is getting vitally needed nickel for the stockpile, and 
without paying a premium price for it, according to GSA officials who look after 
Government interests in Nicaro; 

(2) Cuban economy has received a tremendous boost locally in Oriente 
Province (see map), and nationally, hope has been revived for a sound Cuban 
mining industry in the future. 

It’s a point IV arrangement that works, with United States technical know-how 
helping another country develop its natural resources, and the United States not 
only receiving in return a strategic raw material, but also laying a foundation 
for its continued flow. In fact a 2-year expansion program, increasing capacity 
from 80,000 pounds of nickel per day to over 140,000 pounds, will start this year. 

“Know-how” is a much abused term generally, but in this case it really applies. 
Neither Freeport Sulphur Co., who started the Nicaro project during World 
War II, nor National Lead Co. (see Who’s Who at Nicaro), who operated the 
plant after rehabilitation in 1951 by Frederick Snare Corp., and is carrying on, 
improving and expanding the operation, have made much if any profit at Nicaro. 
They have nevertheless contributed greatly to mining and metallurgical develop- 
ments that have made nickel production at Nicaro a going proposition. Let’s 
take a look at this technology. 
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MINING 


To appreciate the mining problem, consider the ore bodies of the Ocujal mine, 
eurrent source of ore. Erosion has cut a number of valleys through a residual 
deposit, one of the many lateric iron ore deposits of Cuba, leaving a number of 
ore bodies on what are hilltops today. At the base of the laterite is a serpentine 
which contains less than 0.2 percent nickel. Immediately above this there is a 
band of altered serpentine where removal of other constituents by solution has 
raised the nickel content to 1.8 percent, even to 2.0 percent in isolated spots. 
Iron content averages about 12 percent. This zone varies in thickness and is 
apparently a transition between the serpentine below and the limonite above. 
The limonite isthe result of removal of the silica and magnesia. It assays approx- 
imately 50 percent iron, 6 percent silica, 1.25 percent nickel and 1.5-percent 
chromium. Cobalt content throughout all zones of the deposit varies with nickel 
content (Co/Ni ratio is about 10 to 1) although no mineralogical relationship 
is apparent. ° 

Nickel grade in the limonite increases with depth. In mining, the surface is 
stripped to a cutoff grade of 1.1 percent nickel. The remaining limonite and 
altered serpentine make up the ore bodies; the serpentine base is left in the 
bottom. Not only are there slight variations in grade from place to place in 
both limonite and altered serp but, both total and relative thickness of the two 
zones vary. 

From this extremely variable deposit the mine must supply 4,000 tons of ore 
a day that averages out at about 38 percent iron and 1.37 percent nickel, a com- 
position necessary for the efficient operation of the process at the plant as it is 
presently constituted. Turning the trick requires extremely close planning. 
Here’s how Sherman White, mine superintendent, follows through on the prob- 
lem: 

Drill holes are put down, mostly by auger in this soft formation, on a grid 
pattern at 50-foot intervals. From analysis of these samples and computation 
of combined grades of iron and nickel in both limonite and altered serp, it is 
possible to lay out blocks of ground that have a reasonably uniform assay 
throughout the block. Some blocks are high in nickel (that is above 1.4 percent) 
low in iron (that is below 38 percent), and vary through all combinations of 
grades. Planning begins 6 months in advance. At least 1 month ahead, White 
must plan fairly definitely in which blocks he will do his mining and how much 
ore from each block will be required to keep the grade of 38 percent iron and 
1.37 percent nickel. Each day, samples of ore are taken to see how close this 
grade is being maintained and if necessary the calculations on proportions of 
ore from each block are revised. These myriad calculations keep one man busy 
full time, but as White says, “If we don’t follow it closely, we are groping in 
the dark. No telling what the plant would get.” 

Actually mining in the soft rock is not difficult and is carried on on a 2- 
shift basis 544 days a week. No blasting is required. Four draglines (2 
Bucyrus-Erie 120B’s, one 31% yard Marion, one 44 yard P and H), work at 4 
locations doing both stripping and mining. For stripping, auger holes are filled 
with lime up to the cutoff point as determined by*the analyses of drill samples 
from each hole. When the scraper operator hits the lime, he knows he’s through 
stripping. From 8 to 10 feet of overburden is usual for stripping. The ore 
zone is usually from 12 to 15 feet thick although it is as thick as 40 feet in some 
places. There is no mistaking the hard, green serpentine base which is left in 
the bottom. The draglines work from the top of the bench and loading costs are 
about 8 cents per ton. 

Hauling from ore bodies to the loading ramp at the railroad is handled by 
16 Euclids, equipped with Allison torque converters. Haulage costs are amaz- 
ingly low, 414 cents per ton-mile (not including depreciation). White attrib- 
utes this fine record to a careful maintenance program. He also feels that dust 
prevention on the roads helps considerably in keeping the fine, abrasive material 
out of engine parts. Tire costs are low as there are no sharp rocks, little shock. 

Truck maintenance is based on each truck getting a daily inspection at a con- 
veniently located grease pit. At a scheduled time, the driver brings his truck 
into the pit and picks up a spare to continue hauling ore. The truck is greased 
and critical parts checked by the mechanic. If the mechanic spots any repair 
work to be done it is noted on a report filled out in triplicate—1 copy for White’s 
office. 1 for the repair shop at the mine, 1 for the grease pit. “We have an ex- 
cellent shop crew here,” says White. “They are mostly local boys and turn out 


a good jo! in a hurry. By not letting small repairs grow into big ones, we stay 
ahead of the game.” 
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Trucks dump the ore onto a loading platform—a ramp from which 2 bulldozers 
can doze the ore into 2 cars at once. A third tractor keeps ore moving toward 
loading dozers. About 120 cars a day are loaded. Record for 1 day is 216 cars. 

A 100-ton, 660-horsepower diesel G. EB. engine hauls the trains the 11 miles from 
mine to plant. 

To improve loading, White would like to install a Sauerman scraper system to 
eliminate the three tractors. At the same time he would increase the stockpile 
area to a capacity of 300,000 tons from its present 60,000 tons. The additional 
stockpile capacity would help remove the mine from dependence on the whims 
of the weather, the second of Nicaro’s problems. 

When it rains at Ocujal, the trucks, and in fact vehicles of any description, 
stop rolling and start sliding. A good heavy rain can put the mine out of action 
since nothing can move on the slimy mud that results from the fine limonite 
dust. In February this year, unusually heavy rains were responsible for a loss 
of 35 percent of production time. Under conditions like this you must adapt 
to the weather, mine the rough spets in the dry months and keep your equipment 
rolling while you can. 

Some improvements for future mining at new deposits in the area, now under 
development, include the use of 22-yard scrapers and more 50-ton ore cars, loco- 
motives, etc., for the haul to the plant. At the Ramona, next mining site, White 
is already planning a 600,000-ton stockpile of nickel ore. 

Overall mining costs at Nicaro are about 21 cents per ton. Total cost per 
dry ton of ore delivered to the plant is 45 to 50 cents. 


PLANT OPERATIONS 


Like the mine, the plant has its complexities. Maximum recovery is desirable 
of course, but cobalt in the final product must not exceed 1 percent, according 
to Government specifications. Unfortunately, at present at least, some cobalt 
stays with the nickel throughout the process, so that occasionally some nickel 
recovery must be sacrificed to prevent the accumulation of an excess of cobalt in 
the plant’s output. 

If nickel and cobalt could be separated during or after final recovery of the 
product, metallurgy would be considerably improved. Total nickel-cobalt re- 
covery would be higher (their affinity would then be a blessing) with some 
relaxing in control. Furthermore all cobalt could be sold at the going price 
for cobalt (now $2.60 a pound) instead of being sold in the present cobalt-nickel 
oxide product for the price of nickel (60 cents a pound. 

Another complicating factor is the handling of ammonia. Because it is par- 
ticularly expensive in Cuba ($160 per ton), recovery and recycling of ammonia 
must be given extremely careful attention. 

A third difficulty is the general uncertainty of the mineralogy of the ore. 
Nobody knows exactly in what form the nickel occurs, but the consensus of 
opinion is that it is a mineral in which a nickel atom has replaced an iron atom 
in the space lattice of a complex magnesium silicate. 

Despite these obstacles, the plant manages to produce 80,000 pounds of nickel 
a day as nickel oxide (roughly 1 percent of that is cobalt), from the 4,000 tons 
of limonite-serpentine ore delivered from the mine. 


THE FLOWSHEET 


Movement of ore and chemical reagents through the plant is clearly demon- 
strated on the accompanying flowsheet, which includes a quantitative materials 
balance. Details of the flowsheet which are self-explanatory will be omitted 
in this look at Nicaro’s metallurgical practices. (Numbers in flowsheet are keyed 
to photographs. ) 

Mine ore, reasonably close to the desired composition of 38 percent iron and 
1.37 percent nickel, is delivered to an 80,000-ton storage area. Two Gantry 
cranes handle it there; one bedding the ore to get a thorough mix, the other 
loading previously bedded ore directly to a plant-bound conveyor belt through 
a feeder. 

After the ore has gone through a double roll-tooth crusher to crush lumps, the 
belt delivers it into the bin at the drying plant, where 2 clamshell buckets feed 
it through feeders to 4 rotary-type, Allis-Chalmers dryers, 130 by 11 feet. Here 
97 percent of the moisture is removed at a drying temperature of from 1,800 to 
2,000° F. Exit gases at 250° F. carry off about 20 percent of the charge as dust 
to a cyclone. 
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Ore grinding, for more efficient reduction in the furnace, is handled by a 
hammer-mill and separator-ball mill system shown on the flowsheet. About 
200 tons an hour goes through the three 9-foot Hardinge ball mills, where it is 
ground to 83 percent minus 200 mesh. According to General Plant Superintendent 
Floyd Albertson, the finer the grind the better the reduction, but any further 
grinding would limit capacity too much. Actually the grind is a compromise 
between the finer grind required for the serpentine ore and the coarser grind 
that would be satisfactory for the limonite ore. One step taken to improve 
grinding is a ball with one concave surface that will provide more grinding by 
attrition than impact. This is in the experimental stage. 

Reduction furnaces, 12 in number, are 16-hearth Herreshoff furnaces. Four- 
teen Galusha gas producers are available to supply reducing (producer) gas from 
anthracite coal. .Only seven of these are now used because it has been found 
that by using more oil in the furnace, a satisfactory reduction of the ore can be 
obtained with less coal, a commodity which is more expensive to import. At 
present, 0.04 ton of coal per ton or ore fed to the furnaces is used, or about 160 
tons a day. Oil consumption is 0.29 pound per ton. Addition of more oil than 
that to save coal would defeat its own purpose by coking up the burners. 

In the furnaces, nickel and cobalt must be reduced to metal for later dissolu- 
tion in the ammonia-ammonia carbonate leach. To do this furnace conditions 
must be carefully controlled. Temperatures must be held within 5° of what 
practice has shown to be the optima. Critical temperatures are: 
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Ratios of H./H:O and CO/CO; are carefully held as close to 1:1 as possible 
since there is a very narrow range in which nickel will be reduced to metal while 
ferric iron is reduced to the magnetic oxide. 

Ore coolers are one of the operation’s bottlenecks. Designed as 2 concen- 
tric shells with ore moving through the annular space and water through the 
center shell, and the outer shell set in a water bath, they were supposed to cool 
30 to 50 tons of ore each from furnace exit temperature of 900° F. to 250° F. 
They don’t do it. Plant engineers had to settle for 350° F. and that meant build- 
ing a liquor-cooling tower (see flowsheet) because the ammonia would vaporize 
at high temperatures and not combine with ore as desired. 

Reduced ore must be cooled in a nonoxidizing atmosphere. If it oxidizes at 
high temperatures, insoluble nickel compounds will form by recombining of 
nickel oxide, magnesia, and silica. These do not form in later oxidation at 
lower temperatures. Cooled ore is quenched in ammonia liquor; 11 percent am- 
monia, half as hydroxide, half as carbonate. The pulp is pumped from the 
quench tanks to the aerators with pulp density carefully kept at about 25 per- 
cent solids. If it’s too dilute, retention time in the aerators is effectively re- 
duced. If the slurry is too thick, aeration, and consequently leaching, is 
inefficient. 

Aeration by compressed air delivered through specially constructed turbo- 
agitators oxidizes the nickel so that it may be dissolved by the ammonia- 
ammonium carbonate solution. In the leach tanks, chemical reaction produces 
a soluble complex nickel-cobalt salt. Iron is oxidized to ferrous then ferric 
form, forming a gelatinous precipitate, ferric hydroxide, which is deposited on 
tailings particles. 

Washing the pulp takes place in 2 parallel banks of 4 110-foot diameter 
thickeners. The process is standard countercurrent decantation (see flowsheet) 
with ammonia added in the third thickener. End products of the washing are 
a pulp with virtually no nickel, but a high ammonia content (which must later 
be recovered) and a solution containing about 1 percent nickel. 

Nickel recovery. This nickel solution is given a final shot of air in a standard 
aerator to precipitate any remaining iron as ferric hydroxide. This and slimes 
are removed by a Sweetland filter. 

The clarified nickel solution is introduced at the top of a still, designated as 
the ammonia stripper (see photo), while steam enters at the bottom and passes 
up through the downward flow of the nickel solution. Ammonia begins to be 
vaporized in the bubble cap trays and when the ammonia gets down to 2 percent, 
nickel begins to precipitate as a basic carbonate. At the bottom of the 40-foot 
tower, all nickel is precipitated and the solution contains less than 0.1 percent 
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ammonia. Ammonia vaporized in the bubble cap trays, plus CO, and steam, pass 
over to the ammonia recovery system. 

Nickel-carbonate solution is thickened and filtered in the circuit clearly shown 
on the flowsheet. The thixotropic filter cake (to the eye it would seem to con- 
tain not more than 10 to 12 percent moisture, while actually it contains 67 per- 
cent moisture) goes to the oxidizing kiln where water, both chemical and physi- 
eal, is driven off along with CO:, and a powdered nickel oxide is obtained. 

Ammonia recovery from tailings is made in a special still. The tailings pulp 
is first preheated and retained until the magnesium precipitates on the pulp 
particles, rather than on the elements of the still. About 295 tons of ammonia 
are recovered here every working day. 

Overall ammonia consumption is at the rate of approximately 5.5 pounds per 
ton of ore to the reduction furnaces. 


THE HEADACHES 


3efore the rehabilitation early in 1954, Niearo Nickel Co. furnished GSA with 
a report summing up their experience as operators of the plant and included 
recommendations for a number of operating improvements. Nickel Processing 
engineers concurred in many of these and they were put into effect in the 
rehabilitation as in the case of the furnace rabble arms discussed below. Other 
suggestions are being taken into account in plans for future improvements. In 
further instances, present operators have taken a totally different approach to- 
ward solution of key problems. Here is a look at some of the more pressing 
current problems (the situation in mining, covered previously, is omitted here) : 

1. Corrosion is particularly costly at Nicaro. Besides the normal problem of 
disintegrating equipment, much corrosion in Nicaro results in the loss of am- 
monia, a $160 per ton reagent. Concrete leaching and washing tanks have been 
particularly vulnerable. (Concrete was used in construction because only sub- 
stitute materials were available during World War II steel scarcity.) Losses are 
as great as 20 tons a month through concrete bottoms buried in the ground where 
they cannot be reached for repairing. This is a big reason why above-ground 
steel tanks will be used in the expansion of the plant. 

One big problem licked by Nickel Processing was corrosion of the rabble arms 
in the furnaces. Prior to installation of special alloy steel arms, the furnaces 
were constantly being shut down. Several engineers give this development the 
bulk of the credit for the rising production curve since the plant was rehabilitated 
by Nickel Processing. 

2. Sealing is another problem. Magnesium silicates dropping out of solution 
scale up pipe and fittings so badly that lines must be cleaned out as often as every 
45 days in some cases. A good part of the difficulty here is the high temperature 
at the coolers. When that phase of the operation is operated at the low tempera- 
tures required, the troublesome silicates should stay in solution until they are 
discharged with the tailings. 

3. Ammonia losses and ammonia recovery make a fine target for cost cutting, 
and engineers are constantly on the alert to stop losses. One recent improve- 
ment was full use of all scrubbing towers (see photo) handling fumes from the 
aeration tanks and washing and leaching tanks. Previously one had been used 
as a spare, but to cut down ammonia losses all three were put on stream simul- 
taneously. To increase time between shutdowns for cleaning, a cooling spray 
was added to the outside of two of the towers (and will be added to the third) 
to lower temperature and prevent magnesium from accumulating so rapidly 
on the elements of the scrubbers, as described above. 

4. In the oxidizing kiln, it was originally thought by Nicaro Nickel operators 
that a temperature of 700° and 800° F. would be enough to produce oxide from 
the nickel carbonate. Unfortunately, too much offgrade oxide was produced and 
operating temperature was raised to 1,800°. Oxide grade became satisfactory, 
but corrosion raised its ugly head in the kiln. 

In preparing for rehabilitation, the Nicaro Nickel people recommended lining 
by refractories, which Nickel Processing did. In addition, chains were placed in 
the kiln to break up carbonate lumps which formed and reduced efficiency. 
The resultant extra weight of refractory brick and chain was too much for the 
kiln. “It was inclined to develop a weaving motion which dislodged bricks, and 
shutdowns were frequent. Stiffener rings have since been added and the kiln 
has been giving little trouble since. 

5..One headache Nickel Processing doesn’t have. Frequently, a company 
operating in a foreign country encounters natural obstacles of differing language, 
customs, and standards. And all too frequently there is an antipathy toward 
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foreigners that handicaps operations. Between the Cuban people and American 
supervisors at Nicaro, there are no such difficulties. For one thing, the company 
supplies steady jobs for 2,000 men in a 1-crop agricultural area with a short 
season. For another, Nickel Processing has made it a policy to develop Cuban 
staff members as fully as possible. Although Americans, through reason of 
previous experience, now occupy key posts in local management, second line 
supervision is almost entirely Cuban. According to plant manager, O. D. Neider- 
meyer, when vacancies occur in top positions these supervisors will get every 
consideration for the job if they are qualified. 


EXPANSION 


Approved by GSA, and on the drawing boards of Nickel Processing Corp., 
are plans for expanding the Nicaro operation from 4,000 to 7,000 tons a day. 
Official allotment by Office of Defense Mobilization is $43 million. Not all details 
are worked out yet, but here are some of the salient features of the expansion: 

1. In mining, the Ramona and Las Mulas ore bodies will be opened to supple- 
ment Ocujal’s production in reaching the 7,000-ton-a-day mark. A substantial 
part of the program will be extension of the railroad from the present mining 
area to Ramona (see map) for hauling ore to the plant or possibly the con- 
struction of a tramway or a belt conveyor as transportation alternatives. 

Las Mulas imposes a problem in its relative inaccessibility. It’s on a high 
plateau and road building will be difficult. Probably a belt conveyor will be 
used to transfer ore to Ramona. 

At both places rubber-tired scrapers and belt conveyors are being considered 
as a revision to present mining practice. 

Exploration will be stepped up to block out ore bodies in the Levisa Bay district. 
(See map.) 

2. Capacity at the wet ore storage bin will be increased. Two gantries will be 
added to increase handling capacity. Another feed belt wi'l be added. 

3. The crushing plant will be in two sections. 

4. At the furnaces, revised metallurgical plans call for treating limonite ore 
and serpentine ore separately. This is expected to improve overall recovery 
from both types of ore. 

Under a long term research program FluoSolids roasters will be investigated 
but for immediate expansion, new Herreshoffs will be installed. 

Effectiveness achieved in the gas producers is such that even a 75-percent 
increase in capacity will not require construction of additional units. 

5. The problem of cooling the ore to a desirable temperature will be solved. 
Additional units will give the plant capacity to cool the entire furnace production 
down to about 200° F. instead of the 350° presently hampering operations. New 
units will probably be Holo-Flite spiral conveyors, which have been undergoing 
pilot plant tests by Nicaro metallurgists. 

6. In the washing and leaching section, additional tanks required by new 
capacity will be built of steel. If and when production permits, the present 
concrete tanks will, each in turn, be lined with stainless steel to cut down ammonia 
losses, if economic considerations justify it. 

7. Always a challenge to Nickel Processing engineers is the possibility of 
separating nickel from cobalt, with inherent processing advantages mentioned 
and, of course, a better financial return from the ore. Right now, research is 
under way at Nickel Processing’s Niagara Falls laboratory to get to the basic 
chemistry of the problem. 

Ready now is the sintering plant which will provide a better feed for the 
steel plants which are Nicaro’s chief customers. 

GSA has provided a financial incentive for production of sinter and an even 
greater incentive for production of metal and present research is aimed at future 
production of nickel as a metal. 


THE BOX SCORE 


As a Government-owned mining company, war-born Cuban Nickel Co. is unique. 
While Government participation in what is normally considered the field of pri- 
vate industry is looked upon with a jaundiced eye, most observers agree that the 
Government’s move at Nicaro was necessary. At Nicaro’s inception in World 
War II, and at the time of its rehabilitation during the Korean struggle, nickel 
was desperately needed. The Government has been clear in its intention to 
withdraw when the enterprise can be run on a commercial basis by a private 
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company. Another condition: Satisfactory return of United States investment 
which will reach $90-million with expansion. 

To date, the Government can take pride in its achievement. Nickel was pro- 
duced from Nicaro during World War II, and since rehabilitation, steady im- 
provement has been shown. Overall nickel recovery rate has been raised from 
70 percent plus to 75 percent, and production has leveled off a point about 15 
percent above that achieved by the earlier operation. However it should be 
noted (and Nickel Processing engineers pointed this out) that Nicaro Nickel 
Co. was beset by many wartime-induced handicaps including many necessary 
improvisations and the use of substitute materials. Moreover the pressure for 
early production meant jumping from a small scale pilot plant to full operation 
with all the pitfalls that are involved in such a step. In the first 12 monthp 
after rehabilitation, fiscal 1953, operations showed “excess of costs over income 
was equal to 2 percent of all charges borne by the year’s operation, including 
amortization,” according to a GSA report on Nicaro. 

Total costs amounted to $12,214,000. Total income from sales was $11,965,000 
which included transfers of nickel to the stockpile at less than market price— 
a saving of $725,000 on the stockpile account. 

Excess of costs over income, therefore, was $249,000, which was less than 10 
percent of the $2,785,000 charge for amortization of capital value. 

Present operations, with starting-up charges out of the way, and with improved 
efficiency, are over the break-even point, although exact figures for fiscal 1954 
are not yet in, improvements outlined in the forthcoming expansion program 
should make the ledgers look even brighter. 


THE FUTURE 


How long will Nicaro be in the nickel picture? Well, ore reserves within 
reach of the plant are better than 46 million tons. That's over 20 years of mining. 
About 8 million tons of the total remain in the Ocujal orebody owned by Nicaro 
Nickel Co. and source of current ore. In addition, Nicaro Nickel has another 
16 million tons proven, plus holdings not completely explored. By agreement 
with GSA, one-third of the feed for the plant, based on its present capacity, must 
be supplied from Nicaro Nickel’s ore bodies for another 15 years. 

Cuban Nickel Co.’s own ore will come from Ramona (5 million tons), Las 
Mulas (6 million tons), and Levisa (8.5 million tons). Nickel Processing officials 
feel that when sufficient tonnage is opened up at these ore bodies to supply the 
bulk of the plant feed, costs will be further cut by eliminating most royalty 
payments. But, except for Ramona, these ore bodies are far less accessible than 
present mining locations, and the saving of royalties may be offset by higher 
development and transportation costs. 

This ore reserve picture may have a direct bearing on the entire future of 
operations at Nicaro. In 1956 Nickel Processing’s management contract with 
GSA expires. GSA would like them to lease or sell the plant to a competent 
operator who would be in a position to run the plant at a profit. 

Nickel Processing Corp.’s position as a potential lessee is obviously excellent. 
They have done a fine job with the rehabilitation and will have directed the 
plant expansion which will be near completion in 1956. 

Another potential lessee on the horizon, Nicaro Nickel Co., has the advantage 
of owning more favorably located ore bodies, which would mean lower mining 
costs, and, having done the original development work on the process, they are 
familiar with plant operations in general. Nicaro Nickel, however, may have its 
hands full by 1956 with their own nearby Moa Bay nickel project. 

Nickel Processing and Nicaro Nickel are by no means the limit of the field. 
Any company that has the means and expresses interest in producing nickel 
at Nicaro will receive consideration. 

There are other imponderables such as a sharply increased demand for nickel 
to meet a military emergency, technological advances that could change the 
whole picture, and the impact of expansion itself on the operation. 

This is the status as of June 1954. From here we can only say that for the 
good of Cuba and the United States, Nicaro is in the nickel picture to stay. 


NICARO TIMETABLE 


1942: March-—Construction begun. 

1943: December 31—First stage completed. 

1944: December 3—Full operation begun by Nicaro Nickel Co. 
1947: March 381—Plant closed down. 
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1948: Nicaro placed under national security clause. 

1951: January 26—Frederick Snare Corp. begins rehabilitation. 

1952: January 31—-Initial production by Nickel Processing Corp. 

1952: April—National Lead Co. acquires majority interest in Nickel Processing 
Corp. 

1952: July—Full operation. 

1954: 75 percent expansion begun. 

1956: Plant for sale or lease. 


Mr. Mansvre. I would like to insert this because all of our contracts 
are done on a bid basis with the exception of a very special type of 
contract which has to be negotiated and then we negotiate them under 
very strict rules and regulations. 

Chairman Brown. That may be inserted in the record. 

(The document referred to is as follows :) 




















OPEN THE Door To SELLING TO THE GOVERNMENT 


BUSINESS SERVICE CENTER—GENERAL SERVICES ADMINISTRATION 







You'll find one nearby * * * day-to-day fresh facts and figures on Government 
buying * * * all the facts you need. * * * Call on your GSA business service 
center. 

EpMUND F. MANSURE, 
Administrator, General Services Administration. 


“KNOHOW—KNOWHAT—K NOW HERE—K NOWHEN 


To put you in the know 


Full facts * * * daily * * * on what General Services Administration is 
buying everywhere. * * * Its normal purchasing channels carry about $430 
million a year. * * *. 

Bid invitations * * * complete * * * for the buying by General Services 
Administration * * * within the region * * * served by the business service 
center. * * *. 

Bid invitations * * * information copies * * * for the purchasing by Gen- 
eral Services Administration * * * in every other region * * *. 


The business service center offers 


Copies of Federal specifications * * * free * * * for each and every item 
* * * General Services Administration is buying * * *. Specs are essential in 
making * * * award-winning * * * bids * * *. 

Opportunity to examine * * * complete indices of all military specifications. 

Complete roster of all Government buying agencies * * * names and ad- 
dresses * * * military and civilian * * *. 

Full counseling * * * on the machinery of Government procurement * * * 
by General Services Administration * * * by the military services * * * by 


other civilian agencies * * * for their own specialized equipment and sup- 
plies * * *, 
























TWELVE CONVENIENT LOCATIONS ACROSS THE NATION 


Region 1: 620 Post Office and Courthouse, Boston 9, Mass. 
Region 2: 250 Hudson Street, New York 13, N. Y. 

Region 3: 7th and D Streets SW., Washington 25, D. C. 
Region 4: 50 Seventh Street NE., Atlanta 5, Ga. 


Region 5: 219 South Clark Street, Chicago 4, Ill.; Federal Building, Cleveland 
14, Ohio 

Region 6: 1800 Federal Office Building, Kansas City 6, Mo. 

Region 7: 1114 Commerce Street, Dallas 2, Tex. 

Region 8: Denver Federal Center, Denver 1, Colo. 

Region 9: 49 Fourth Street, San Francisco 3, Calif.; 1031 South Broadway,’ 
Los Angeles 15, Calif. 

Region 10: 909 First Avenue, Seattle 4, Wash. 
Check your phone book. General Services Administration has representatives 

in 110 cities to help you take your problems to the business service center. 












2 Subregional business service center. 
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Accurate, full information—guiding policy of the business service centers— 
is but one of the new practices and policies General Services Administration 
has adopted to make it easier to do business with the Government. Ask your 
business service center about others like— 

Zone buying, by placing Government procurement near the center of produc- 
tion, aids industry and Government alike. 

New standards, by reducing the variety of items the Government buys, point 
the way to real economies. Today, for example, the Government uses 4 types 
of paper clips instead of 10. 

Uniform 20-day period for prompt-payment discounts will save paperwork 
and rule out unethical bids. 

Simplified bidders’ application has become standard for all agencies. An 
added virtue is that only limited information is requested. 

Other simplifications in procurement are consolidated billings and com- 
bined order-invoice-voucher forms. By saving paperwork, they cut costs for 
you and Government. 

Influence peddling is barred from General Services Administration. By rig- 
orously requiring principals to disclose their representatives, ethical business- 
men and legitimate salesmen are assured a fair chance to compete. You don’t 
have to know someone—contact us. 

Businesslike procurement is the goal—efficient, low-cost, with maximum com- 
petition by all businessmen, small or large. It adds up to money savings for 
the Government and wider opportunities for you. 

Your competition is welcome. 


Senator Capenart. Do you want to prepare a further statement to 
be filed ¢ 

Mr. Mansvre. Senator, we have a statement which the staff has. 
I would not like to have it released yet for the record but it can in a 
day ortwo. That isa detailed answer to every one of these statements 
paragraph by paragraph, throughout the article. 

Chairman Brown. We will hold the record open for that purpose. 

(The following was submitted for the record by Mr. Mansure:) 


GENERAL SERVICES ADMINISTRATION—ANALYTIC REFUTATION OF FORTUNE’S AUGUST 
1955 ARTICLE ON GSA, AueustT 15, 1955 


Following is an analytic refutation of the Herbert Solow article which appeared 
in this month’s issue of Fortune. 

We stand foursquare on the positions stated in our two telegrams (p. 45) of 
July 25 and 26 to the President. Our record of accomplishments during the 
past 2 years speaks for itself. 

The analysis follows the article paragraph by paragraph, starting with the 
caption “* * * The main ingredients: Favoritism, factionalism, sloppiness, and 
waste.” 

The irony of this statement is that these are the basic elements which GSA 
has fought against since May 2, 1953, the day I was sworn in. I am proud that 
we have had wholehearted cooperation both in our central office and 10 regional 
offices. 

While honest differences of opinion are bound to generate in any large organ- 
ization, GSA has been exceptionally free of factionalism, which was not the case 
on May 1, 1953. 

As for sloppiness and waste, the elimination of these is a major reason for 
GSA’s existence. We have saved the taxpayers over $300 million in the last 2 
fiscal years. 

The answer to the charge of favoritism is twofold. First, most of our purchase 
transactions are done on a competitive-bid basis, which in itself prevents favorit- 
ism; and secondly, our little folder, enclosed, “Open the Door To Selling to the 
Government,” (p. 225) describes how we have purposely taken our operations out 
of Washington into the regions, where the local supplier deals with local people. 
Through these and other measures, we have insulated GSA from influence ped- 
dling, a part of the mess which the President in the 1952 campaign said he would 
clean up, and we are proud of the part that GSA has played in this. 

We have made other improvements, new standards, simplification of bids and 
specifications, and the payment of our bills in 20 days, something previously 
unheard of in Government. 
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The first two paragraphs in the beginning of the article, page 76, column 1, 
are generalities and need no comment. 

The third paragraph at the bottom of the column regarding “messy appoint- 
ments” is not true. Almost all personnel of GSA are career civil servants, 
experienced and properly trained in government, many of them over a long 
period of time in varied activities. The new appointees from private industry 
had outstanding competence and experience for the jobs to which they were 
assigned. If the author of the article has proof that any career civil servant 
or new appointee is not performing his duties, let the author submit it as a 
basis for preferring charges in accordance with requirements of law. 

There is no question but that some mistakes in personnel assignments were 
made during the formation period of GSA, but it must be remembered that 
much of the personnel came from a number of different agencies and activities; 
and that GSA only came into being in 1949, and naturally there would be 
growing pains. From many years of experience in the management field, I 
believe that a very competent job was done in putting GSA together, consider- 
ing the times and conditions involved. 

It is true that I personally have made a number of changes. These have been 
along the lines of refinement and simplification of operations; coordination of 
activities ; the proper delegation of authority and responsibilities; and assisting 
and training of key personnel in the principles used in private industry, applying 
them to Government activities, taking into consideration congressional acts and 
Government limitations with which we are confronted. 

Quoting from column 2, paragraph 2, “It would take a congressional investiga- 
tion to light up the whole of it * * *”’: Asa result of the article, we spent all of 
Monday, August 1, before the Independent Offices Subcommittee of the House 
Appropriations Committee, chaired by Congressman Albert Thomas. The hear- 
ing was most favorable and constructive; the testimony given there has been 
printed and speaks for itself. 

The best answer to this charge is that we would enthusiastically welcome 
a hearing by any congressional committee before which we could appear, because 
it would give us an opportunity to tell such an objective group what we are doing, 
and we are proud of our work. There is no question they can ask that will 
embarrass us because we have nothing to hide. 

In the reference to “Chicago politicians,” I guess the author includes anyone 
that has taken part in a campaign or the election of an individual to public 
office. If that is the case, yes, I associate with politicians and am proud of it, 
because politics is a science of government. 

As for “influence peddlers and fixers,” GSA cannot be improperly influenced or 
fixed, and I will personally pay $1,000 to the first individual that can prove 
the contrary. 

I am surprised but glad the author admits that there are some honest and 
capable people in GSA, but I emphatically deny that such men are “harried, 
half underground and hoping for better days.” 

Referring to that part of the article under the subcaption “An Expensive 
Reputation.” Yes, it is true that I severed personal ties and obligations. As to 
looking for something permanently, nothing could be further from the truth. 
I do not claim that I am making a self-sacrificing tour of duty; rather, to me, to 
do this work is a privilege. As I told Joe Dodge, then Director of the Budget 
Bureau, when we discussed this in March 1953, “I was not seeking a job; I would 
be glad to take it, and if my work was not satisfactory just let me know as I 
have plenty of other things to do and places to go.” 

Next to the last paragraph on page 76, I never did belong to a Citizens for 
Eisenhower group. I was a part of the regular Republican organization in Cook 
County and Illinois, as I had been for years. I was the second officer of the 
finance committee of Illinois, and my activities—preconvention, during conven- 
tion, and after convention—were in these capacities. 

First paragraph, page 77 (beginning bottom p. 76), I have never referred to 
“civic do-gooders” or characterized their code as “hypocrisy.” I have been in 
civic activities all of my adult life and not only respect and admire others who 
do but wonder why people give so much for so little thanks. 

Second paragraph, page 77, states ““Mansure’s cronies are ‘practical politicians’ 
of both parties, including the no-do-gooder variety.” I am proud of my friends 
among practical politicians, but none of them include the “no-do-gooder” variety. 

As to the praise of my predecessor, what I said was a quote from my state- 
ment to the GSA staff and Commissioners when I took office in May 1953. This 
appeared in the May 1953 issue of the GSA News (copy enclosed as exhibit 1), 





228 DEFENSE PRODUCTION ACT 


lower right-hand column under heading “Responsible to People,” as follows: 
“First of all, there is to be no adverse comment or comparison regarding my 
predecessor. I want you all to know he is a personal friend of mine.” 

I have found from experience that in order to further their own selfish pur- 
poses some individuals delight in running others down and making unfavorable 
comparisons. I have no patience with such tactics. The item which appeared 
in the GSA News states very simply to our people that we are working “for the 
American people, through the President and Congress.” 

In the latter part of the second paragraph, page 77, the author refers to 
GSA’s former Deputy Administrator as a “nationally recognized expert in pub- 
lic procurement.” The former Deputy Administrator is again referred to on 
page 186. We all have our abilities and excel in certain activities. The author 
failed to explain the chaotic personnel problem which existed when I took office 
in May 1953, our deplorable store warehouse operation with the turnover of 1.8 
and less as against a 3.2 turnover today, our ridiculously low volume with both 
civilian agencies and the three branches of the military services, and other oper- 
ational difficulties too numerous to itemize. 

I believe in decentralization of authority—the ex-Deputy Administrator believed 
in centralization. I believe that you cannot supervise an operation as big 
as GSA without getting out to the regions and seeing what is going on. Asa 
manufacturer I learned years ago the only way you can tell if the motor is 
running properly is to inspect it. 

He didn’t agree because his background was academic while mine was that 
of actual experience in producing and selling goods so that we could meet a 
payroll. Our two entirely different concepts of management did not go together. 
The author says he was “indignant.” Perhaps “disgruntled” would more 
accurately describe him. 

Third paragraph, page 77: The Libertyville neighbor the uuthor refers to 
is probably Glen Lloyd, member of the firm of Bell, Boyd, Marshall & Lloyd, 
one of Chicago’s leading law firms and formerly Deputy Director for Congres- 
sional Cooperation, Foreign Operations Administration. The author again refers 
to him in the first paragraph between the two pictures. I talked to Mr. Lloyd 
when I was in Chicago on July 29 and he said he never made any such state- 
ment. He has sent to me a signed statement as to his interview which is 
attached (exhibit 2). 

The remainder of page 77 is devoted to William J. Balmer of Chicago who 
has been active in politics for many years. The only correct statement attributed 
to me is the one where I said, “I admire Bill Balmer as a friend—I wish we 
had a dozen Bill Balmers in Chicago.” 

He did more for the election of President Eisenhower in Illinois than any other 
individual. His political activities during 1952 are a matter of record, and 
I am proud to have been a part of those political activities because in turn they 
helped to further a great revival and gave our country new hope. 

The writer states, “In the words of a mutual acquaintance who has discussed 
GSA business with both men, Balmer ‘has Mr. GSA in his pocket.’” For all I 
know this claim may have been made by somebody—as it usually is about any 
department or agency head. The claim is a lie. No one has ever delivered 
Mansure for the simple reason that I have no price nor angle. I did say, as the 
author states on this page, that “I came to Washington as clean as a hound’s 
tooth,’ but the writer failed to complete the statement which ended “and I 
intend to leave the same way.” 

In the last sentence of the last paragraph, column 2, page 77, the author 
states “Mansure’s appointments * * * are mostly Chicago Republicans close 
to Balmer.” At the House Appropriations Committee hearings August 1 Con- 
gressman Edward Boland, Democrat, from Massachusetts, asked how many. 
The answer, one, Archie Cohen, an outstading Chicagoan, to the Review Board. 
Congressman Yates, Democrat, from Chicago, added, “Whom I happened to know 
very well and whom I respect very much.” 

In regard to the statement on page 182, first column, first paragraph, neither 
Mr. Balmer nor anyone else has any influence in GSA contracting. In the first 
place, we do most of our contracting on a competitive bid basis. The bids are 
opened publicly. In the second place we would not tolerate any influence. 

The second paragraph on page 182 has to do with Paint Products Corp. and 
suggests that this company got a “deal” to sell paint to GSA, through the 
influence of Mr. Balmer and Mr. Moore. This is not true. Any contracts 
awarded to Paint Products Corp. have been placed upon the basis of competitive 
bidding, and no special consideration has been extended to this company. 
(See exhibit 3.) 
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The latter part of this column under the heading “A Byproduct” refers to the 
insurance business and brokerage fee which was explained in detail on Monday, 
August 1, before the Independent Offices Subcommittee of the House Appro- 
priations Committee. 

Here again there was sealed bidding. GSA neither took, influenced, nor 
made recommendations on the bids. It went to the low bidder at a 15-percent 
saving for the Government. The whole transaction is completely documented 
here and in Cuba. If the writer had told the whole story it would have covered 
how one insurance company tried desperately to retain this business, even 
going to the Cuban Minister of Labor with its case and was turned down. 

I still do not know if there is a Balmer and Moore interest in this insurance, 
but if there is then they have saved the Government money, which is com- 
mendable. The facts are that there was a desire on the part of some interested 
companies to negotiate this business, and we said it would be on a sealed-bid 
basis or nothing. 

In the second paragraph of the second column, page 182, reference is made 
to Robert Tieken, United States attorney of the northern district of Illinois. 
The attached letter from the United States attorney answers this falsehood 
(exhibit 4). 

The Laramie transaction referred to beginning at the bottom of the second 
column of page 182 is a complete matter of congressional record, but briefly 
it is as follows: 

One of the first things that came to my attention after I took office in May 
1953 was the sale of this alumina plant which originally cost about $5 million, 
appraised at $1,800,000. The first offer made to us was $545,000 which we 
turned down. Ever since, we have been accused of favoritism and being 
prejudiced against that firm. My only prejudice was that I was not going to 
give away Government property. 

The negotiations were then conducted with the full knowledge of the Republi- 
can and Democratic Senators from Wyoming, the Republican Congressman, and 
the Governor of Wyoming. We finally got the offer up through negotiations 
back and forth to $1,200,000, and as the article states only two bidders were 
involved. 

We were told by the original bidder, in Senator Barrett’s Washington office, 
that his best price was $1,100,000, take it or leave it. Congressman Jack Brooks 
held hearings. Afterward an additional $173,000 was obtained for the property. 
So here again we have another set of half-truths. 

The Thailand difficulties started before my time and since then we have cor- 
rected our procurement procedure so that a similar situation will not occur. 

With respect to the fire referred to in paragraph 4, column 3, page 182, the 
author fails to say that corrective steps were immediately taken to prevent 
similar losses by providing for teams of warehouse inspectors. Thus another 
“mess” was cleaned up. 

The paragraph numbered 1 in columns 3 and 4 on page 182 refers to slow 
service in GSA stores. The author fails to say that in the past year business 
from Defense alone increased 33 percent above the amount originally estimated. 
Supplemental appropriations late in April enabled GSA to work out some tem- 
porary backlogs. On June 30 the average work in process was 6.6 days. This 
certainly compares favorably with private industry. 

Third paragraph, the criticism of the inventory records in the Comptroller’s 
Office : Sound principles of internal control dictate that inventory recordkeeping 
be organizationally separated from personnel responsible for purchasing, stor- 
ing, and selling the property. The General Accounting Office approves this 
arrangement and has commended the stockpile inventory accounting system as 
redesigned since I took office. The Commissioner, EPS, states that he has had 
no problem getting information from inventory records during the past 2 years. 
As to staffing, the Bureau of the Budget follows this closely and has approved 
the staffing pattern for inventory accounting. 

Now as to the statement “In any case, nobody really knows what is in the 
$4.9 billion stockpile, as distinguished from what some invoices say is there, 
and Congress has called for a checkup.” Semiannual reports are submitted to 
Congress showing the detailed makeup of the stockpile. These reports are 
prepared from the Comptroller’s inventory records. The inventory records are 
based on receiving reports from the warehouses and the inventory records are 
reconciled monthly with material purchase invoices. Therefore, the GSA inven- 
tory records accurately reflect the composition of the stockpile, as set forth in 
the attached affidavits of Commissioner Walsh and Comptroller Medley (ex- 
hibits 5 and 6). 
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The last paragraph of this column refers to the Hoover Commission. State- 
ments have been lifted out of context from the Commission reports. The enclosed 
photostatic copy of letter from former President Hoover, written 3 weeks before 
the article appeared, speaks for itself (p. 285). I do not think there eould be any 
question in anyone’s mind as to the competency of Herbert Hoover’s judgment as 
against the author’s. 

The end of the same paragraph (beginning on p. 182 and continuing on p. 
185) refers to centralized direction and control in the management of Govern- 
ment-owned and leased real property. There was a misunderstanding on the 
part of the Commission task force, they being under the impression that this 
information was kept in the central office but when they asked for it, it was not 
available. 

I explained to them that this is the function of our regional offices. After 
checking with the Washington region they found that the information which 
they desired was not only available but complete and well kept. 

It was explained to the Commission task force that the properties in the 
different regions are so varied we have found this to be the best method of 
keeping this information. Although they agreed with our operations, they recom- 
mended that a summary of the information in the regions be kept in the central 
office for control purposes. 

We felt this was a good suggestion and are now following it out. However, 
this is an entirely different situation than the author leads one to believe. 

Referring to the previous page (182), paragraph No. 3, third column, regarding 
the Thailand episode, Congressman Charles B. Brownson tells me he does not 
eoncur in the Fortune article and is greatly disturbed by the article’s reference 
to his committee report on the tungsten contracts. Mr. Brownson states further 
that he is satisfied with our improvements in procurement procedure. 

Page 185, under the subcaption ‘‘The Nickel Fiasco’: As written, this story is 
so grossly distorted as to appear to be a deliberate attempt to discredit the Gov- 
ernment’s nickel operation in Cuba. Indeed, when one reviews all the articles 
which have appeared in Fortune on Nicaro since November 1950 (isstes of April 
1952, June 1952, May 1953, June 1953, August 1953, and August 1955), one wonders 
whether the current attack is not part of a long-range campaign to disparage 
and injure this much-needed help for our American nickel users. In any event, 
the detailed answers to these current charges were made on Monday, August 1, 
before the Independent Offices Subcommittee of the House Appropriations 
Committee. 

The mineral is owned by Freeport Sulphur, and is mined by the Government ; 
Freeport receives substantial royalties from the ore mined. Last year it was 
rama Since reactivation in 1951 the total royalties have amounted to 

6,010,149. 

The Government has now secured additional mining claims which will be 
royalty free; however, our agreement with Freeport runs until 1968 and royalties 
must be paid to them on at least one-third of all ore processed up until that 
time. 

National Lead is the Government’s operator. There appears to be a conflict 
over Nicaro between National Lead and Freeport Sulphur. Freeport Sulphur 
has evidenced a desire to lease or purchase the properties and National Lead 
opposes such lease or sale. However, we are not now in a position to know the 
value of the properties because the expansion program is not far enough along 
for us to know what the production potential—or cost—will be, so we are unable 
to offer the property for either lease or sale at this time. 

The Freeport Co. has additional nickel ore at Moa Bay, Cuba, and the Govern- 
ment has advanced approximately $6 million for the building of the Moa Bay 
pilot-plant project near New Orleans for the processing of such ore. 

Upon the completion of the expansion of Nicaro, the plant will produce 
approximately 15 percent of the world’s supply of nickel. All of this has an 
effect on Internaitonal Nickel’s operations. That company is by far the 
largest producer of nickel and after the Government expansion program is 
completed the Nicaro plant will be a real competitor. 

A statement of data on Nicaro is attached (exhibit 7). Briefly, the best year 
of the first operation in World War II produced approximately 24.8 million 
pounds of nickel. In 1958, the first full fiseal year of operation under the Nickel 
Processing Corp., the plant produced 26.1 million pounds of nickel; in 1954, 
28.6 million pounds; and in 1955, 29.5 million pounds. 

Despite the handicap of price control and the difficulties of getting a new plant 
into production, the previous operation resulted in a total loss of only about 
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$3 million. Charges for amortization of the capital value of the plant were not 
included in the costs of production. 

The second operation from January 1952 through June 30, 1955, has resulted 
in a loss of about $1,238,000. Amortization charges of $9,662,000 were included 
in the cost of production. In addition, 36,090,458 pounds of finished product 
was sold to the national stockpile below market price. Had these sales been 
made at market price, income would have been increased about $3,944,000, 
These 2 items have had the effect of reducing the Nicaro net income by 
$13,606,000. The equivalent period of the second operation has produced about 
20,400,000 pounds more nickel which, at current market prices, is valued at 
approximately $12 million. 

The statement attributed to our General Counsel in colum 1, page 185, is incom- 
plete. See his affidavit attached (exhibit 8). 

Column 2, fourth paragraph, page 185, regarding Harold Talbott, is not true. 

The facts are that he told me that both Frederick Snare and Merritt, Chapman 
& Seott were excellent construction people. He never backed, nor pressured for, 
any construction company. 

The next paragraph (col. 2, p. 185) states, “Merritt had another avenue to 
Mansure.” If that means a way to influence me improperly, then this is another 
complete falsehood. No one had—or has—such an avenue or “in” to Mansure, 

A most critical analysis was made of the qualifications of the contractors who 
sumitted proposals to bid for the expansion of Nicaro. After exhaustive con- 
sideration, National Lead made the selection and this selection was approved 
by the Government. Two contracting firms were selected because we did not 
want to put all of our eggs in one basket. 

This program is very important to our defense effort and, in our opinion, we 
picked the firms best qualified to do a top job. I personally reviewed the opera- 
tions in Nicaro the week of April 24 and am not only more than pleased with 
the production operation at Nicaro but with the expansion program as well. 

Singmaster & Breyer are the Government’s consultants on the project. Their 
reputation in the metallurgical and engineering field is beyond question, and 
competent people, both in and out of Government, are keeping a constant check 
on the entire program. It will stand the closest examination. 

All of our negotiations regarding Nicaro, like everything we do in GSA, are 
on top of the table. We have nothing to conceal or to apologize for; rather, we 
welcome objective examination of our activities. 

We fully explained to the House Appropriations Subcommittee our position 
as to fee, purchasing of materials, and the power-shovel bids. The latter is the 
old comparison between apples and oranges—they are different types of equip- 
ment, as evidenced in the attached statement (exhibit 9). 

True, there is an increase in engineering costs over the original estimate made 
in 1952, but at that time the engineering costs were estimated on the basis of 
a $35 million job and not on the revised cost of $43 million. The cost of engi- 
neering is normally 6 percent of the total cost of construction. Six percent of 
$43 million is approximately $2.5 million. The engineering cost will be $2,393.,- 
063, so we are actually under the normal 6 percent. In addition, one of the off- 
setting costs which the author failed to mention is that we have ultilized 
approximately $1.5 million worth of surplus Government-owned equipment rather 
than buying new equipment. 

At the bottom of column 3, page 185, under the subcaption “How GSA Got 
That Way,” the material is blanket mudslinging about the past and has nothing 
whatsoever to do with the current operations in GSA. 

The last third of column 4, under the caption “WAA Forever,” is completely 
irresponsible character assassination. Yes; a lot of things went wrong in War 
Assets. Any agency that employed 60,000 people could not help but have some 
poor employees as well as some good ones. I defy the writer to even try to prove 
the blanket derogatory statement he has made about personnel that are in 
GSA who formerly were in War Assets. 

Many of GSA personnel were in other agencies as well, and their entire back- 
ground and experience is a matter of record. GSA is a combination of several 
agencies, and personnel likewise came from different agencies. 

The accomplishments of the people in GSA, regardless of what agency they 
formerly worked for, speak for themselves. We are not so naive or impractical 
as to be keeping people on the payroll who are not delivering the goods when 
we are confronted continuously with appropriation cuts. 

I grant that there may be an isolated case of inefficiency here and there, 
but whenever it is discovered corrective measures are taken. It must be borne 
in mind that under civil service there must be cause to justify separation. 






232 DEFENSE PRODUCTION ACT 


The attached statement from our Director of Management answers in detail 
the author’s charges regarding personnel (exhibit 10). The statement includes 
a list by name of the former WAA employees, and their length of Government 
service, whom the author blankets with incompetency but fails to name indi- 
vidually (probably on advice of counsel). 

The bottom paragraph of column 2, page 186, is captioned “Ninety-Day Re- 
volt.” The author certainly told the truth in the caption. When I started 
in May 1953, a civil war was going on between our central office and the regions 
with no holds barred. The first job I had to do was to calm things down and 
then sift the wheat from the chaff. 

The rest of the page is basically the thinking of the former Deputy Adminis- 
trator, on which I have previously commented. Anyone can make superficial 
and temporary savings by firing people—there is no trick to that. Real man- 
agement and permanent savings are only obtained through proper job evaluation, 
the correct placement of individuals, a basic program of procedure, and then 
let the individual use his own thinking and commonsense. That was quite a 
departure from what I inherited on May 2, 1953. 

The material in the fourth column, page 186, under the caption “Larson’s 
Friend,” I have already answered. Wayne Grover, Archivist of the United 
States, contradicts the author’s statements about him and his attitude. His 
attached sworn statement speaks for itself (exhibit 11). 

Regarding page 188, column 1, paragraph 1, Commissioner of Federal Supply 
Clif Mack’s sworn statement attached, also speaks for itself (exhibit 12). 

In the same paragraph is a statement attributed to Al Walsh, Commissioner 
of Emergency Procurement Service. Mr. Walsh has full authority in his 
Service. He is an excellent operating man and I respect his knowledge and 
experience; however, policy procedure is my responsibility. Difference of 
opinions is what makes horseraces—and that’s all right just as long as the 
horse runs. Ours does. 

The sentence referring to former Commissioner of Public Buildings Bert 
Reynolds is incorrect. His retirement was not due to a “pounding from the 
WAA clique.” His retirement was of his own volition, although our House appro- 
priations hearings in the spring of 1954 were pretty rough on him. 

Paragraph 2, column 1: The statement that Peter Strobel, present Commis- 
sioner of Public Buildings, is not happy with the GSA setup, is not borne out 
by Mr. Strobel. Mr. Strobel’s sworn statement is attached (exhibit 13). 

Fourth paragraph, column 1, page 188, contains the caption “The Quality of 
Justice.” Nobody rides “high” in GSA and that goes for all of us. My opening 
statement to our people when I took office was “I know that some people think it 
is swell to be important. I think it is more important to be swell. I think that 
is the way we want to operate around the entire setup.” This applies to all of us 
in our shop. 

To the author’s statement that I “pooh-pooh the Rizley committee report,” 
the answer is—it is false. 

I have no comment to make on Supreme Court Justice Clark, nor on the former 
Chief Assistant Attorney General Peyton Ford. This was long before my time 
and I know nothing about it. 

Page 188, column 3, paragraph 2, contains the quotation “‘If there are any 
skeletons in the GSA closet,’ says Mansure pleasantly, ‘I haven’t looked for 
them, and you can quote me on that.’” The author has again picked a statement 
out of context. 

What I told him was that the operations in GSA are too vast, varied, and 
important to waste our time rattling skeletons in GSA’s closet “if there are any,” 
other than to use the experience of the past to prevent similar errors in the 
present. We have too much to do with the present and the future to be devoting 
our thinking to the past, but of course a statement of that kind was not to his 
liking so he takes a part of it and uses it as a whole. He was trying to get 
sympathy from me for his, the author’s, dislike of my predecessor and his par- 
ticular obsession in the matter of Nicaro. 

Column 4, first paragraph, says “How did President Eisenhower ever get stuck 
with this Mansure?” Nobody ever got stuck with Mansure, and the writer re- 
luctantly admits, in the third paragraph, “favorable press articles, warm letters 
from businessmen and Congressmen, and an FBI field report that showed no 
blemish on the Mansure record.” 

The author ignores the fact that after careful consideration I was twice unani- 
mously recommended for confirmation, first by the Senate Committee on Gov- 
ernment Operations for the position of Administrator of General Services; 
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second by the Senate Committee on Banking and Currency for the position of 
Administrator of DMPA. Both recommendations were unanimously approved 
by the Senate. 

We close with a constructive statement—attached is a year-by-year breakdown 
of dollar savings achieved (exhibit 14), taken from page 100 of the printed 
hearings, held by the Independent Offices Subcommittee of the House Appro- 
priations Committee on August 1, 1955. GSA is proud of its record; it’s too 
bad the real story wasn’t told. 

EpMUND F’. MANSURE, 
Administrator of GSA. 


Exursit I 
[Reproduced from GSA News, May 1953] 


E. F. MANnsurRE TAKES Over AS HeAp oF GSA—CuHICAGO INDUSTRIALIST SWORN 
IN AT WHITE House CEREMONIES 


OUTLINES POLICY 


Edmund F. Mansure let it be known to his associates in GSA at the first oppor- 
tunity that he intended to be, in his own words, a “working administrator.” 

At his first staff conference, shortly after he was sworn in at the White House 
in the presence of President Eisenhower, Mr. Mansure, in frank and concise terms, 
laid down the broad principles he intends to follow as Administrator. 

Because it was such a frank expression of how he plans to guide the Administra- 
tion in the days ahead, the GSA News believes everyone in GSA will be interested. 

The pertinent parts of his statement follow: 


Statement to staff 


“TI shall outline a few things that I have in mind, and, starting off, to say that 
as a rule I usually do the listening, but today I am going to do the talking by way 
of introduction. The next time it will be yourturn. Then I will do the listening. 

“I am afraid you are going to be a bit disappointed, because I am not now 
going to make a lot of specific recommendations. First of all, to do so would be 
presuming. You are experts on many of the matters I would be discussing, and 
I never underrate my audience. Therefore, rather than discuss programs, we are 
going to talk over procedures. 

“I know that some people have had a good deal of difficulty with my name. 
It is just Mansure, no emphasis on it or anything. It is just the combination 
of the two words. 

“I like informality very much, so when I have you identified I am going to call 
you by the first name, and you do the same with me as we go along. 

“I know that some people thing it is swell to be important. I think it is more 
important to be swell. I think that is the way we want to operate around the 
entire setup. 

“T assume this position with great humility, and I fully realize the responsi- 
bilities that it entails. I am used to this, though, and I know that with your help 
we will do not only a good job, but my aim is to make it outstanding. When the 
facts are all in, decisions will be made quickly, and we will get on to the next 


item on the agenda. This means that you will have to move quickly, and we 
cannot have any dragging of feet.” 


Responsible to people 


“First of all, there is to be no adverse comment or comparison regarding my 
predecesesor. I want you all to know he is a personal friend of mine. 

“When I am on a job I never mistake who I am working for. We, each one 
of us, are working for the American people, through the President and Con- 
gress. That means our neighors, our coworkers, our friends, our families, our- 
selves. Let’s all do a job we can individually be proud of. 

“I am going to be a working administrator. Therefore my pob is to organize 
deputize, and supervise, and I expect you, in turn, to do the same. Only in this 
Way will each one of us have time to plan, and know what is going on. 

“T hope to be able to arrange my time so I can see anyone of you whenever it is 
necessary, to see you the same day, or not later than the next unless something 
unforeseen interferes. Therefore, when on a business matter I ask you, in con- 
sideration of the other fellow to observe the three ‘B’s’—he brief, be bright, and 
begone. This of course does not apply to social contacts, but to the workday. 
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“On all communications to me and to our staff, observe the fourth ‘B’. Boil 
it down. 

“The management and decisions are in your hands, but in the end I am the one 
who will be blamed, so I expect you to do a good job. 

“All accounts must be preceded with an ‘F’ facts. Do you get it? I am going 
to decide policies with your counsel and advice. I don’t like surprises, good or 
bad. Insofar as is humanly possible, we should know what is going on, and keep 
each other informed. 

“Never, never ‘yes’ me. Tell me exactly how you feel. I may not agree, but 
I will always respect your opinion and admire you for telling the truth. Ifa 
decision turns out to be wrong, don’t let it ride. Voice your opinion at once. 
There is no honor in being one of those who says: ‘I told you so.’ 

“T will have complete confidence in you until you, yourself, violate it. Then 
watch out. Never take at face value anyone’s statement about another. In- 
vestigate. There are always two sides to every story. Be sure and be very 
careful yourself. There is to be no intra—GSA politics. This will not be toler- 
ated. There are no exceptions to this rule. I have very sensitive ears, and I 
cannot stand internal dissension. If anyone cannot play on the one ball club, 
then get out. That applies from top to the bottom. 

“Never embarrass a subordinate before others, and keep all intra-GSA prob- 
lems intra-administration. Anyone peddling outside intra-administration mat- 
ters is just signing his own separation ticket. 

“Hours of work insofar as practical, should be kept uniform for all. I am not 
a bit impressed with overtime and Saturday work. It is the final result that 
counts with me. If I want to come in on a Saturday, that is my business; and 
it does not mean that the other fellow has to come in to make an impression. 
As a matter of fact, at time it just bothers me. 

“Now as to general policies: You will please inform your personnel at once 
that there is going to be revolution in GSA. There will be evolution. But this 
will be based on careful analysis. Insofar as possible, personnel will be reduced 
through turnover. Positions will be filled by advancing personnel wherever pos- 
sible, and by shifting from job to job. For the time being, no positions will be 
filled from the outside, either here or in the regions, without my approval. 

“This is a directive. This does not apply to shifting personnel already on the 
payroll or for replacement purposes. There is another exception to this, that, 
of course, on routine replacements which have to be done, which would come 
along automatically. Those positions can be filled, but on general replacements, 
‘no,’ for the time being.” 


Fairness stressed 


“When it is necessary to reduce the staff, it should be done with fairness, and 
all decisions should be tempered with justice and sympathy, with full considera- 
tion as to ability, length of service, and retirement privileges. 

“To conduct a successful operation merely consists of doing things in a very 
simple way, doing them regularly, and never neglecting to do them. That is the 
policy we want to follow here. 

“You don’t want to get complicated, because when you do, you are unhappy, and 
then your luck runs out on you, and we all do a poor job. 

“Always remain cool. Deliberate reasoning is second only to courage. We 
must ever put right before self-interest, principle before reputation. This is 
basic, no matter what the problem, whether it be buying, renting, stockpiling, 
hiring, or firing. It is all the same. 

“There will be disappointments along the way, but let’s just make the most 
of all that comes and the least of all that goes. Work at essentials rather than 
at trivialities. Let’s make our minds up that ‘nearly,’ isn’t good enough; rather, 
that every occasion shall be a great occasion, for you can never tell when fate 
may be taking your measure for a larger place. 

“T know some of you are thinking, ‘Why all this? Well, you are very close to 
the problem, but the public have been so used to standing on the outside looking 
in that at least they think they see a lot of things we in Washington never see. 
Now we are back where we started, and that is, never mistake who we are 
working for, the American people. 

“From here on it is up to you, and I am at your service.” 

The new Administrator has called for a strict economy program throughout all 
operations in GSA. 

“T never want to hear reference made to another department of the Govern- 
ment as to what they are not doing, or getting, or what they are getting away 
with,” he told his staff. 
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“Our interest and our job is solely GSA. We have to deliver the goods or 
get out. Any operations or personnel we can curtail is a ‘must. Everybody 
must do a full day’s work. That is throughout the entire organization. 


ExHisir 2 


Bett, Borp, MarsHALL & LioyD, — 
Chicago, August 5, 1955. 
Mr. EpMUND F.. MANSURE, 
General Services Administration, 
Washington 25, D. C. 


Dear NED: On returning from California yesterday, I read the article in 
Fortune magazine entitled “GSA—Washington’s Most Durable Mess” by Herbert 
Solow. 

During the preparation of this article Mr. Solow came to see me and in addi- 
tion wrote me a couple of letters and called at least twice on the telephone. I 
got the impression that he had made up his mind on all points of interest to 
him and was merely looking for verification. In other words, he was in no sense 
openminded. 

Worse than this, I never encountered anyone who twisted whatever he was told 
as much as he did. For example, on page 77 in the statement beside your picture, 
he quotes a “long-time Illinois neighbor” as saying “He might save paper clips 
while the big money is wasted.” I may be presumptuous in supposing this 
reference is to me. What actually happened was that when Mr. Solow came to 
my office and immediately made an extremely derogatory attack upon you and 
GSA, I asked him how he reconciled his position with the laudatory articles 
which had earlier appeared in Time magazine. He replied, “Don’t you think 
it is possible for a man to save money on paper clips and small items such as 
were referred to in the Time article and waste large sums on business transac- 
tions?’ I answered, “Of course that is possible, but Il have never heard it 
intimated that that is true in the case of GSA or Mr. Mansure.” Nothing fur- 
ther was stated on this subject, and yet he gives an erroneous and dishonest 
implication in the quotation referred to above, assuming, of course, that it is 
attributable to me. 

One other statement which appears on the same page, to the effect that Ed 
Mansure could easily get over his head in very shallow water, is attributed to 
a long-time Libertyville neighbor. Again I may be presumptuous in thinking 
this refers to me, since you have many neighbors and friends in Libertyville and 
elsewhere in Illinois. I can only say that nothing resembling a remark of this 
sort was made by me. Furthermore, in this instance he asked no questions 
which could be twisted into such a statement by the person being questioned. 

I am unacquainted with much of the material referred to in the article, but 
on the basis of the inaccuracies in the statements on subjects I know about, I 
would judge the article as being not only largely untrue but deliberately so. 

Sincerely yours, 
(Signed) Glen 
(Typed) Guan A. Lioyp. 


Exursit 3 
AvucustT 2, 1955. 
To: The Administrator. 
From: Regional director, Chicago, III. 
Subject: Paint Products Corp., Elgin, Il. 


A summary of the bidding in which the Paint Products Corp., of Elgin, IIL, 
has participated is enclosed. A memorandum from the director of the Business 
Service Center relating his interview with Mr. A. W. Johnson, of the Paint 
Products Corp., also is enclosed. 

On May 14, 1954, a purchase order was issued to this company, which an audit 
revealed was based on an erroneous total. An amendment to the purchase order 
was issued and collection made from the Paint Products Corp. The Government 
sustained no loss. A full explanation of this award and corrective action is 
given on the first page of the enclosed summary. 

As I recall, the only conversations I had with representatives of this company 
were at the time they called and were referred to the Business Service Center 
to be put on the mailing list, and after a rejection of their product. 
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In the latter conversation, the company asked to see me to apologize for the 
inconvenience and assure us that they had not intended to furnish inferior paint. 
The established routine was followed in the case of the rejection. 


Aveust 1, 1955. 
To: Regional Director. 
From: Director, Business Service Center. 
Subject: My interview with Mr. A. W. Johnson, Paint Products Corp., Elgin, D1. 


My records do not disclose the exact date of my interview with Mr. Johnson. 
It was, however, during the month of July 1953. During the interview I gave 
Mr. Johnson a summary of our procedure identical to that which I give to all 
other prospective new bidders who do not know anything about the operation 
of GSA. This included showing Mr. Johnson the items of paint and other prod- 
ucts in class 52 which we ordinarily stock, giving him a bidder’s mailing list 
application complete with a breakdown of the paint items purchased and the 
proper address to which the application should be directed. I also advised him 
that we had available single copies of Federal specifications and GSA specifica- 
tions which he could have free of charge in the event they were referred to in a 
subsequent bid. I also told him that he should attend the first bid opening in 
which he was interested and he would be given an opportunity to learn the 
prices bid by his competitors as all bid openings were public. Mr. Johnson filed 
a bidder’s mailing list application on July 29, 1953, with the Purchase Division. 
He was placed on our automatic bidder’s mailing list the following day. 

I certify that the above is a true and correct summary of my interview with 
Mr. Johnson to the best of my knowledge and belief. 

JOHN P. RoGErs, 
Director, Business Service Center. 


Subject: Record of paint purchases on which Paint Products Corp., Elgin, IL, 
submitted a quotation. 
This certifies that the attached 22 sheets which have been initialed reflect 
correct information taken from the contract files, as enumerated. 
W. C. Dosse, 
Assistant Chief, Purchase Division, FSS, GSA, Region 5, Chicago. 
J. D. ToMpKINs, 
Deputy Regional Director, FSS, GSA, Region 5, Chicago. 
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ExHIsiT 4 


UNITED STATES DEPARTMENT OF JUSTICE, 
UNITED STATES ATTORNEY, 
NORTHERN DISTRICT OF ILLINOIS, 
Chicago, July 29, 1955. 
Mr. EpMUND F. MANSURE, 
Chief Administrator, General Services Administration, 
Washington, D. C. 

Dear NED: Following our telephone conversation of today I have read the 
article GSA Mess appearing in the August 1955 issue of Fortune which begins on 
page 76 thereof. I note in the second column of the article on page 182, near 
the middle of the page, there is a quotation: ““Balmer’s friend, Mansure, has in- 
terested himself in the case. He echoes Balmer’s arguments and has asked the 
prosecutor not to press the suit, which he has characterized as a shame.” 

I ean frankly say that at no time prior to my filing of the civil suit against Mr. 
Balmer and others was I contacted by you and if my memory serves me cor- 
rectly, I believe that after the case was filed, I talked to you and told you the 
nature of the case. At no time have you asked me not to press the case. 

You are free to use this letter as you deem wise. 

Yours very truly, 
R. TiEKEN, 
United States Attorney, Northern District of Illinois. 


ExuHrsit 5 


AFFIDAVIT oF A. J. WALSH, COMMISSIONER, EMERGENCY PROCUREMENT SERVICE, 
GENERAL SERVICES ADMINISTRATION, CONCERNING CERTAIN STATEMENTS IN AN 
ARTICLE PUBLISHED IN THE AUGUST 1955 ISSUE OF FORTUNE MAGAZINE, ENTITLED 
“GSA: WasHINGTON’s Most DurasLe MESS” 


DISTRICT OF COLUMBIA, 88: 


A. J. Walsh, being duly sworn, deposes and says: 
In the paragraph numbered “3” on page 182 of the August 1955 issue of For- 


tune the following statement appears: 

“In any case nobody really knows what is in the $4.9 billion stockpile, as dis- 
tinguished from what some invoices say is there, and Congress has called for 
a checkup.” 

This comment may have been made as a result of certain Hoover Commission 
reports. (See Subcommittee Report on Depot Utilization, June 1955, p. 68, and 
Depot Utilization Warehouse of Storage, a Report to the Congress May 1955, pp. 
20, 21, and 22.) 

Each semiannual stockpile report submitted to the Congress as required by 
law includes a report of stockpile inventory. 

The following reports are compiled within GSA: 

1. Monthly inventory report showing description, quantity of each material 
on hand at all storage locations or in transit from one storage location to 
another. 

2. Semiannual report of material by quality, grade, type, pile analysis, and 
quantity of each material on hand at all locations. 

3. Annual report showing each storage location and materials stored therein 
by material and quantity. 

4. Monthly suspense inventory showing quantity of material on which com- 
formed bills of lading are on file but no receiving reports having been received 
from storage locations. 

5. Monthly report on which shipping instructions have been issued but no con- 
firmed bills of lading received. 

6. Weekly report on all ores afloat and arrivals. 

In addition, GSA receives the following reports: 

1. Report of inventory from Department of Defense submitted by each mili- 
tary depot, forwarded monthly by the Air Force and Navy, and quarterly by the 
Army except on rubber and fiber which is furnished monthly. Also monthly 
from GSA warehouses. 

2. Annual itemized inventory from all commercial warehouses indicating 
quantity stored of each item. 
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Each storage location is responsible for maintaining inventory records for 
that location. A cumulative consolidated record covering inventory at all loca- 
tions is maintained in the central office, and copies of the consolidated record 
are maintained at three separate locations outside Washington, D. C. 

Inventory records are supported by shipping instructions, bills of lading, 
weight certificates, analysis certificates, inspection reports, and receiving re- 
ports. Audits have been made of records at all military and most commercial 
storage locations and checked with records of the central office. 

With respect to physical inventories and record reconciliations of stockpile 
commodities stored at the 71 military locations used for that purpose, the fol- 
lowing breakdown furnished by the Comptroller, GSA, shows by military de- 
partment the percentages of commodity locations counted, and the type of work 
performed : 

Physical inventories 





Record 

100 percent Test check | reconciliation 
count onl 
y 

Percent Percent Percent 
IG case nnn: s eiiek eniiaialn ernie ntliniilanta tien adeeb ema aamnin 36.9 16. 2 46.9 
WATT. cafucesi tad insatiable Sana cdegincad ips al alain 59.6 8.7 31.7 
Ai Beg. 2a. Sciaitie-eaeee aa 56.0 28.0 16. 0 





With respect to physical inventories at commercial locations, physical inven- 
tories have been completed at 27 locations at which cotton is stored and 10 
locations at which various types of oils are stored. 

A. J. WALSH. 
Subscribed and sworn to before me this 2d day of August 1955. 


[SEAL] ZAYLOR H. Carter, 
Notary Public, District of Columbia. 


EXHIBIT 6 


AFFIDAVIT OF MAx MEDLEY, COMPTROLLER, GENERAL SERVICES ADMINISTRATION, 
CONCERNING CERTAIN STATEMENTS IN AN ARTICLE PUBLISHED IN THE AUGUST 
1955 Issue oF ForTUNE MAGAZINE, ENTITLED, “GSA: WASHINGTON’s Most 
DuRABLE MESS” 


DISTRICT OF COLUMBIA, 88: 


Max Medley, being duly sworn, deposes and says: 

1. Paragraph 3, column 4, page 182, states: “The inventory records of the 
critical-materials stockpile are not entrusted to GSA’s Emergency Procurement 
Service, the stockpile operator, but to the Comptroller of GSA.” 

Comment: This is true. The question of transferring this function to the 
Emergency Procurement Service has been censidered from time to time. The 
last time it was considered, it was discussed with representatives of the Gen- 
eral Accounting Office who orally advised that they would not favor such a 
change, the reasons being that it would violate principles of sound internal 
control and that the records would be more efficiently maintained by personnel 
trained in recordkeeping, i. e., accountants. 

2. Paragraph 3, column 4, page 182, further states: ‘(Commissioner A. J. 
Walsh of EPS says he has trouble getting information he needs for operating 
purposes.” 

Comment: The author of the article queried the undersigned on this point. 
He was informed that in the early days of GSA we had had difficulty in stock- 
pile accounting and the undersigned received 2 or 3 calls a week from the 
Commissioner of EPS concerning accounting information. The author was 
further advised that these problems had long since been corrected and that 
such telephone calls from the Commissioner of EPS would not average over one 
a month currently. The Commissioner of EPS informed the undersigned on 
this date that in the past 2 years there have been no serious difficulties en this 
point. 

Conversely, the Comptroller General in his Fifth Annual Progress Report 
on the Joint Program To Improve Accounting in the Federal Government, on 


Pere ae 
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page 85, commends GSA on the redesign of accounting records which resulted 
in considerable savings in manpower. 

3. Paragraph 3, column 4, page 182, further states: “He (Walsh) also says 
that the Comptroller’s recordkeeping staff is grossly inflated.” 

Comment: The Commissioner of EPS informed the undersigned on this date 
that he gave the author no opinion as to lack of staff or overstaffing in the 
Comptroller’s Office. It is the opinion of the undersigned that the staffing is at 
bare minimum to do the job adequately. This opinion is verified by the fact 
that the Bureau of the Budget exercises close scrutiny over our operations via 
the appropriation and apportionment processes and the staffing pattern followed 
has been approved by the Bureau of the Budget. 

Significantly, stockpile accounting personnel has been reduced from 79.6 man- 
years in fiscal year 1953 to an actual employment of 57 as of August 1, 1955. 

4. Paragraph 3, column 4, page 182, states: “In any case, nobody really knows 
what is in the $4.9-billion stockpile, as distinguished from what some invoices 
say is here, and Congress has called for a check-up.” 

Comment: Insofar as the undersigned knows, this statement has no founda- 
tion in fact. Congress is advised, via the semiannual report, exactly what is in 
the stockpile by commodity. In addition, the following reports are prepared for 
the use of internal management in GSA and ODM. 

1. Monthly invenatory report showing description, quantity of each material 
on hand at all storage locations or in transit from one storage location to 
another. 

2. Semiannual report of material by quality, grade, type, pile analysis and 
quantity of each material on hand at all locations. 

3. Annual report showing each storage location and materials stored therein 
by material and quantity. 

4. Monthly suspense inventory showing quantity of material on which con- 
formed bills of lading are on file but no receiving reports having been received 
from storage locations. 

5. Monthly report on which shipping instructions have been issued but no 
conformed bills of lading received. 

6. Weekly report on all ores afloat and arrivals. 

Each storage location is responsible for maintaining inventory records for 
that location. A cumulative consolidated record covering inventory at all 
locations is maintained in the central office, and copies of the consolidated 
record are maintained at three separate locations outside Washington, D. C. 

Inventory records are supported by shipping instructions, bills of lading, weight 
certificates, analysis certificates, inspection reports, and receiving reports. Au- 
dits have been made of records at all military and most commercial storage 
locations and checked with records of the central office. 

5. Paragraph 5, column 4, page 182, contained quotes from the reports of the 
Hoover Commission and task forces, one of which is: “There has been no adequate 
inventory of the stockpile.” 

Comment: The quotation, as stated, cannot be located by the undersigned; 
however, it is presumed that the author refers to comments contained on pages 
68 and 69 of the report of the subcommittee on Depot Utilization or recommenda- 
tion B, contained on page 22, of the report of the Commission on Depot Utiliza- 
tion. 

GSA launched a program in July 1952 for the taking of physical inventories at 
all stockpile locations biannually. 

With respect to physical inventories and record reconciliations of stockpile 
commodities stored at the 71 military locations used for that purpose, the follow- 
ing breakdown, by military department, shows the percentages of commodity loca- 
tions counted, and the type of work performed : 


Physical inventories 


Record 
100 percent ~ 
ant Test check ene lation 


only 
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With respect to physical inventories at commercial locations, physical inven- 
tories have been completed at 27 locations at which cotton is stored and 10 loca- 
tions at which various types of oils are stored. 

This is a hugh task which takes both money and manpower. Additional funds 
will be included in the 1957 budget estimates for accelerating this work. 

Max MEDLEY. 

Subscribed and sworn to before me this 2d day of August 1955. 

Mary A. BEALL, 
Notary Public in and for the District of Columbia. 


ExHIBIt 7 
NICARO—F'ACTUAL DATA ON MAJOR POINTS IN FoRTUNE MAGAZINE, AuUGusT 1955 


LEGEND 


For identification purposes, the following indicates the interests of various 
entities concerned with Nicaro. 


GENERAL SERVICES ADMINISTRATION—-PLANT CUSTODIANS 


Mr. E. F. Mansure, Administrator 


Nickel-Graphite Committee, GSA: 

J. P. Pinkley, chairman 

Johnston Russell, member 

Clarence A. Fredell, member 

Sol Elson, attorney, detailed to committee by GSA General Counsel 
Cuban Nickel Co.: 

Cuban Corp., owning title to Nicaro plant and newly acquired ore bodies. 

United States owns all stock in Cuban Nickel Co. 
Mr. W. R. Brown, resident administrator in Cuba 


OPERATIONS t 
National Lead Co.: 
Owner of controlling interest (74 percent) in operation contractor (Cuban 
interests own 26 percent). 
Mr. Joe Martino, president 
Mr. H. C. Wildner, vice president 
Nickel Processing Corp., operation contractor: 

Mr. H. C. Wildner, president 

Mr. O. D. Niedermeyer, vice president and general manager in Cuba 
Freeport Sulphur Co. : 

Mr. Langbourne Williams, president. 

Nicaro Nickel Co. (subsidiary of Freeport Sulphur Co.) owns Cuban mines 
which supply ore to the Nicaro plant, under contract, on a royalty basis. 
Contract expires 1962. 

Lazo y Cubas: 
Cuban attorneys for Cuban Nickel Co. in Habana. 
Mr. Mario Lazo, president (also secretary of Cuban Nickel Co.) 


EXPANSION PROJECT 


National Lead Co., prime contractors: 
Mr. H. C. Wildner, vice president. 
Mr. Arthur Bender, chief engineer. 

H. K. Ferguson Co., architect engineering subcontractor: Mr. Robert Fuller, 

vice president in charge of project. 

Snare-Merritt, construction subcontractor: 
Joint-venture of Frederick Snare Corp. and Merritt-Chapman & Scott. 
Mr. Randall Cremer, executive vice president of Snare, project manager. 
Mr. I. B. Purdy, formerly vice president of Merritt, deputy project manager. 
De La Torre & Palmer, Cuban housing subcontractors to Snare-Merritt (firm 

price). 

Nichols Engineering & Research Corp., subcontractors: 
For designing and furnishing Hereschoff furnaces and all appurtenances. 
Mr. Robert W. Rowen, vice president. 
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Singmaster & Breyer, metallurgical engineering consultants to GSA: Mr. Frank 

Breyer, vice president. 

In the following we have set forth factual data on the major points raised 
by Fortune magazine in their article entitled “GSA: Washington’s Most Durable 
Mess” contained’ in the August 1955 issue. 

Mr. Herbert Solow, author of the article, was in possession of most of these 
facts at the time the article was written. 


I. OPERATIONS 
Production capacity 

Fortune states “Production has never reached the level called for in the 
manager’s contract with GSA.” 

The original rated capacity of the plant was 31 million pounds of metal per 
year. This estimated capacity was based on operation of a small-scale pilot plant 
in Texas, where actual Cuban operating conditions were never duplicated, before 
the Nicaro plant was built. As constructed, the Nicaro plant could never produce 
that amount of nickel consistently, unless selective mining (high-grading) was 
resorted to. 

The former operator, who established the rated capacity, never exceeded 
24.8 million pounds, even in their best full year of operation. 

It is significant that in the 40 months of operation during World War II, 
63.5 million pounds of metal were produced, while under the present operation, 
84 million pounds were produced in a like period. 

Experience during the present operation has proven that the normal capacity 
of the present plant is 28 million pounds per year, allowing required downtime 
for maintenance and repairs. Our expansion is therefore based on that premise. 
Currently, the plant is operating in excess of that normal capacity, to meet 
the urgent need for additional nickel. 

Operating loss 

The article further states “Even with nickel at record price level, GSA— 
the Hoover Commission has noted—loses money at Nicaro.” 

One major element of operating cost is amortization of the capital investment. 
This currently amounts to $0.09421 per pound of contained metal. This pro- 
cedure was initiated in July 1952, on a basis of total amortization in 17 years, 
the estimated life of the then-available ore bodies. 

The Hoover Commission report referred to carried a statement of income 
and cost for the period July 1, 1952, to June 30, 1953. This is the same statement 
as contained in the report on Nicaro furnished to the Senate and House Com- 


mittees on Government Operations and on Appropriations in August 1953 (copy 
attached). 


This statement shows the following (leaving out the detail) : 


Sales, net $11, 964, 443. 75 
Total cost exclusive of amortization 9, 429, 043. 89 


Excess of income over cost exclusive of amortization 2, 535, 399. 86 
Amortization cost 2, 784, 579. 75 


Excess of total cost over income 249, 179. 89 


This loss was caused by a policy under which sales to Government stockpile 
were made at the total cost exclusive of amortization, while the operation was 
charged with amortization on total production. This situation has been cor- 
rected. Since August 1954, stockpile has been charged the fully amortized cost. 
Sales to industry are at market price. 

Since the beginning of operations approximately $9,662,000 of the total capital 
investment ($47,011,601) has been amortized. In addition, substantial savings 
to stockpile have been made through sales below market price. In comparison, 
the previous operation resulted in an overall loss to the Government of $3 mil- 
lion for 40 months of operation, with no royalty payments, no amortization, and 
only Cuban costs calculated. 


Costs 


“Efficiency, as measured by unit costs and the rate of metal recovery, has 
lately declined.” 

The record of average unit-production costs, over the period of operation, in- 
dicates an increase of $0.015147 per pound of metal between 1952 and 1955. Dur- 





248 DEFENSE PRODUCTION ACT 


ing this same period, the cost for the principal raw materials used increased 
by 16 to 48 percent. 

Also since November 1954, the increased market price of nickel has resulted in 
an increase of approximately $0.015 per pound for ore royalties paid to Nicaro 
Nickel Co., a Freeport Sulphur Co. subsidiary, who own the ore bodies. Total 
royalties paid to Nicaro Nickel Co. since January 1952 exceed $6 million. 

While the average rate of recovery of nickel from the ore has decreased ap- 
proximately 3 percent in the past 18 months, this can in no sense be charged to 
a decrease in operating efficiency. Rather, because of the critical need for 
nickel, recovery has been knowingly sacrificed to achieve greater overall produc- 
tion. 

During these 18 months, the total ore processed has been increased by approxi- 
mately 11 percent (from 3,600 to 4,000 tons per day) and annual production has 
been increased by over 1 million pounds of nickel. 


II. PREPARATION FOR EXPANDING NICARO CAPACITY 


“* * * GSA began almost 3 years ago to prepare to expand Nicaro by 75 per- 
eent at a minimum cost of $40 million, thus boosting the direct. investment of 
the Government in a risky nickel business to a total that may approach $100 
millon. The excuse is the severe nickel shortage.” 

The initial recommendation for the expansion of Nicaro originated with the 
Preparedness Subcommittee of the Senate Committee on Armed Services, in its 
fourth report submitted December 27, 1950. That report recommended : 

“That serious consideration be given to expanding its capacity * * * .” 

As soon as the reactivated plant was in operation, GSA did give serious con- 
sideration to its expansion, However, before any firm decision could be made, 
it Was necessary to resolve two major questions: 

(a) Could adequate additional ore reserves be developed to supply the ex- 
panded operation? 

(b) Is the physical expansion of the plant facilities practical from an engi- 
neering viewpoint? 

The Bureau of Mines, Department of the Interior, after exploring ore claims 
adjacent to the Nicaro Nickel Co. (Freeport Sulphur Co.), reported available 
indicated ore reserves ample to support a 75 percent plant expansion. (Approx- 
imately 31 million metric tons (over 34 million short tons) averaging 1.39 per- 
cent nickel). This answered question (a). 

The H. K. Ferguson Co., engaged to make a survey, draft preliminary plans, 
and compile an estimate of cost, reported on December 1, 1952: “It has been 
concluded that the 75-percent increase in production is entirely feasible.” 

Ferguson estimated the total cost to be approximately $35 million, but did 
not include required additional workmen’s housing, escalation on materials and 
equipment, dock facilities, increased labor rates and social benefits, taxes, in- 
surance, or overtime. 

30th questions having been resolved, GSA submitted a proposal for the Nicaro 
expansion to ODM, in conjunction with its overall nickel procurement program, 
in September of 1953. The expansion was authorized by ODM on December 23, 
1953. 

By that time, the severe shortage of nickel was not an excuse, but a stark 
reality. 

Ill. THE EXPANSION PROGRAM 


“The expansion has been wretchedly bungled. It was not undertaken directly 
by GSA through operating subcontractors but by National Lead as a supervisory 
contractor for GSA.”’ 

The first statement has no foundation in fact. The second is true, but with 
good and sufficient reasons. 

One of the greatest problems of the expansion program was to expand a plant, 
in full operation, without materially interfering with or reducing its production. 
National Lead Co., as the parent of the operations contractor, Nickel Processing 
Corp., was not only completely familiar with the plant operational problems and 
requirements, but was also ideally situated to coordinate and control the ex- 
pansion and operating programs with the least interference between them. 
Furthermore, GSA did not have a sufficient staff of qualified engineers and tech- 
nicians available to supervise and administer directly a project of this mag- 
nitude. 

The Department of Defense has frequently employed its operations contractors 
to supervise the designing and constructing of complex chemical and other in- 
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dustrial plants. Also, the same practice was followed in the construction of the 
original Nicaro plant. 

“In order to supervise its supervisor, GSA has retained a metallurgical engi- 
neering consultant, Singmaster & Breyer, at a monthly fee of $3,500.” 

Singmaster & Breyer, one of the outstanding metallurgical consulting engi- 
neering firms in the world, is retained by GSA for consulting services only and 
performs no supervising functions. 

By reason of having made several metallurgical surveys, this firm was already 
completely familiar with the Nicaro plant processes and with the chemical and 
metallurgical problems involved in its processes. Their work involves technical 
review of flow diagrams, metallurgical engineering studies and plans, equip- 
ment design, specifications, cost estimates, work schedules, and furnishing rec- 
ommendations as to their sufficiency, economy, and operational suitability. These 
reccommendations have already effected direct savings in excess of the fee 


paid them. Indirect savings through improvement of the project cannot be 
estimated. 


Selection of a construction subcontractor 


Before nominating a constructor, National Lead Co. engineers interviewed and 
examined statements of qualifications of over 20 construction applicants, includ- 
ing a number of proposed joint-venturers. While the merit of Frederick Snare 
Corp.’s Cuban field organization was recognized, it was National Lead Co.’s con- 
clusion, after considering all phases of the project, that Snare lacked sufficient 
depth in its procurement and managerial organization. As the project involves 
procurement, shipping, and expediting of about $25 million worth of material 
and equipment, any weakness in this field would be extremely detrimental. 

The overall project manager of the joint-venture is a Snare Corp. vice presi- 
dent. The deputy project manager, who was from neither of the joint-venture 
organizations, was forced to resign because of serious illness. He was succeeded 
by a former vice president of Merritt-Chapman & Scott upon the recommenda- 
tion of the project manager. 

Purchasing is in charge of a very capable man, who once worked for Merritt- 
Chapman & Scott but had no connection with that firm, I am informed, at the 
time of his employment by Snare-Merritt. The majority of the remaining New 
York office employees, of the joint-venture, including the chief engineer, are 
Snare Corp. employees assigned to the project. 

The statement “But the purchasing side of Snare-Merritt has increasingly been 
dominated by Merritt, with the backing of National Lead and the blessing of 
GSA” is untrue. Every change in the purchasing organization has been based 
on the recommendations of the project manager, a Snare vice president. 

Further, to preclude such domination, all procurement proposals, where any 
Merritt-Chapman & Scott subsidiaries are bidders, go directly, unopened, from 
the vendor to National Lead Co. and are opened in the presence of a GSA 
engineer. 

Regarding the purchase of the cranes from Marion Power Shovel Co.: This 
item was originally requisitioned as two 2%4-yard-capacity units, and GSA had 
located units of this size at the AEC Savannah River project, soon to be declared 
surplus. However, they were withdrawn from the declaration prior to our acqui- 
sition, and attempt was made to obtain similar items from Navy, but no satis- 
factory arrangement could be made. Because of the urgent need at Nicaro, we 
agreed to purchase new cranes for the job. 

However, to assure that the equipment purchased would be usable in mining 
operations, after completion of expansion, it was decided that a crane with 
4-cubic-yard shovel or dragline capacity would best serve our need. Bids were 
requested, together with specifications for the equipment proposed by each bidder. 

While the delivery promised was an important element of consideration in 
evaluating the various bids, the character and capacity of the equipment was 
also a major factor. 

The Lima equipment was actually a standard 3%-yard item equipped with a 
heavier engine. Its lifting capacity is less than one-half of that of the Marion. 
(Marion 215,150 pounds; Lima 104,500 pounds.) Also the Marion is a much 
sturdier built item, weighing 55,000 pounds more than the Lima. This factor 
was considered very important, in view of the rugged terrain in which the 
mining operations will be carried on. In approving this purchase, GSA con- 
sidered these various factors and also the probable lower maintenance cost on 
the heavier equipment. 
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We also approved’ the shipment of the first crane with a rebuilt, guaranteed 
engine, with the understanding that a new engine would be furnished and 
shipped at the vendor’s expense, and when installed, the used engine would be 
returned to the vendor at his expense. This provision was incorporated in the 
purchase order. Delivery of the second crane was intentionally delayed for the 
purpose of equipping it with heavier and larger tracks. 


Expansion delays 


“It took GSA almost 5 months to name National Lead as its prime contractor.” 
This is a gross misstatement. GSA-received notice of approval of the project 
on December 24, 1953. By letter, dated January 18, 1954, National Lead Co. 
was informed that it was to be the prime contractor and was instructed to 
canvass qualified construction firms who might be interested in undertaking the 


construction work. A press release, dated February 8, 1954, confirmed this 
arrangement. 


Erpansion progress 


Regardless of Fortune’s statements regarding progress as gaged by cash dis- 
bursements, good progress is now being made and the quality of the work is good. 
As of June 30, 1955, the overall project was reported as 22 percent completed. 
Substructual work is 70 percent completed and equipment is being erected and in- 
stalled on schedule. 

In New York, the engineering designs, plans, and specifications are 98 percent 
completed and approximately 75 percent of all materials and equipment are 
on order. Cash disbursements are an inadequate gage of progress on any con- 
struction job, especially when outdated data are used. All phases of the project 


considered, the work is reported on schedule as anticipated by the work progress 
forecast. 


Cost overrun 


Regarding Fortune’s statement on the overrun in engineering costs: The 
original estimated cost of engineering was $1.9 million. This was based on 
Ferguson’s original estimate of $35 million for the project, including engineering. 

Normally on this type of project, engineering costs approximate 6 percent 
of the job. On this basis, the cost of engineering on a $43 million project would 
be $2,460,000. As of June 30, Ferguson’s engineering costs were $2,393,381. 
Of this, $220,000 is properly chargeable to the constructor’s costs, as it represents 
procurement work performed by the architect engineer before the constructor’s 
office was organized. Transfer of this cost will be effected when audited. 

The cost control working estimate, prepared by Snare-Merritt in October 1954, 
allowed $2 million for engineering services. From this amount, $148,000 was 
deducted because engineering on the furnace building was transferred to the 
furnace designers, Nichols Engineering Corp. 

Thus, while the cost of engineering has amounted to more than originally 
estimated, the amount estimated was too low for the size of the job. 

As of June 30, 1955, the prime contractor reported that expenditures are 
below the amount anticipated at this stage of progress. 

Regarding the Snare-Merritt fee of $1 million, this is $100,000 less than they 
requested and represents approximately 2% percent of the total contract amount. 
This percentage is well in line with normal contracting procedure, on projects 
of this magnitude. 


Insurance 


The insurance referred to by the Fortune article is the workmen’s com- 
pensation insurance covering all Snare-Merritt employees in Cuba. 

There is attached a summary of the bids received, together with the names of 
the proposed American reinsuring companies. 

In Cuba, the premium rates for workmen’s compensation insurance are es- 
tablished by law, and are the same for each trade or craft, regardless of the 
company writing the coverage. The only variation permitted is when an em- 
ployer, by demonstrated experience in accident prevention and low compensa- 
tion case incidence rate, has earned a lower premium rate. For instance, 
Frederick Snare, by its compensation experience in Cuba, has earned an overalt 
deduction of 1624 percent from the standard rate. Therefore, all insurance com- 
panies writing workmen’s compensation insurance on Snare, can quote rates 
1624 percent lower than the rate established by law. The Cuban Minister of 
Finance has confirmed this verbally to Mr. Mansure, I understand. (Actually, 
a reduction of 17 percent has now been legalized, according to our Habana 
attorneys. ) 
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Therefore, as all rates are the same for all companies, there can be no com- 
petition as far as premiums are concerned. 

In return for the premiums it receives, the insurance company contracts 
to provide, among other things, full hospital, medical, and surgical service for 
all compensation cases. Normally, the insurance company does this by contract- 
ing with a local private hospital. But as there are no hospital facilities at 
Nicaro, other than the Government’s facilities, they are forced to use our fa- 
cilities. As the doctor who operates our hospital is under contract to the 
plant operating contractor, he cannot contract directly with the insurance 
carrier for furnishing these hospital services. Therefore the following pro- 
cedure has been worked out. 

Nickel Processing will make a supplemental agreement with the hospital 
doctor to handle the expansion compensation cases, and pay him for all addi- 
tional expense involved, plus a reasonable profit, and will bill Snare-Merritt in 
like amount. The workmen’s compensation insurance company, instead of pay- 
ing a private hospital for the hospital services, will pay the Snare-Merritt 
expansion project account, an amount determined in advance as follows: 

In submitting its insurance proposal, each company states the amount it is 
willing to pay for the use of our hospital services. This is expressed in terms 
of the percentage of the insurance premium, as indicated on the attached sched- 
ule, and comprises the element of competitive bidding. 

As an illustration, assume that the average legal rate (composite rate) of 
premium is 6 percent of total labor payroll, and that the payroll for the year is 
$1 million. As the contractor has earned a 1634 percent reduction of premium by 
good compensation experience, the actual premium which any insurance com- 
pany would charge would then be 5 percent of $1 million, or $50,000 per year, and 
in return furnish full hospital service. But as only the insured can furnish the 
hospital services, the carrier agrees to reimburse the insured an amount equal 
to 45 percent of the premium for the services rendered or $22,500 per year. After 
1 year’s experience, new bids will be taken and a new rate of reimbursement will 
be established on the basis of actual compensation experience. 

The amount of reimbursement for hospital services bid by the various com- 
panies ranged from 30 to 45 percent. As 2 companies each bid 45 percent re- 
imbursement, a choice had to be made between them. 

One of the two companies, El Globo, already had the operating contractor’s 
workmen’s compensation insurance, covering all plant operation and Cuban 
Nickel Co. employees. 

GSA, in considering the award, decided that it would not be good business to 
put “all your eggs in one basket,” i. e., to award the expansion insurance to the 
company which already had the operating contractor’s coverage. It was also 
considered good policy to spread our Cuban business as equitably as possible. 
Therefore, we decided to favor the other tie bidder, La Alianza. 

To assure that our workmen receive all the hospital and other medical service 
we pay for, from our hospital contractor (doctor), we have established a hospi- 
tal control committee comprising 1 representative of Nickel Processing Corp., 
1 of Cuban Nickel Co., and 1 representative appointed by the labor union. A 
representative of Snare-Merritt will be added to that committee. Also, each in- 
surance company maintains a representative at the hospital, to assure adequate 
eare of the compensation cases for which it is responsible, and to handle the 
clerical records of each case. These representatives are employees of, and are 
paid by, the insurance company. 

In addition, there being no hospitalization insurance like Blue Cross available 
in Cuba, we have worked out a provision by which each employee makes a small 
payment each month, according to his salary ($3 to $5) in return for which he 
receives normal hospital and medical care for noncompensation accidents or 
illnesses for himself and family. For extraordinary hospital services or surgery, 
he pays reduced rates; for instance, the most he need pay for a major operation 
would be $25. These rates are established by the contract and supervised by 
the control committee. 

It is of interest to note that the hospital has been operated without loss or sub- 
sidy since the contract with the doctor operation was entered into. We are in- 
formed that during the previous operation, the hospital cost an average of $55,000 


per year to operate, and received no return from the insurance company for the 
services rendered. 


The iinsurance program for the Nicaro expansion project was established by 
GSA. This program set forth the basic insurance requirements, including the 
types of risks to be covered, the amounts or limits of liability, and general in- 
structions for the obtaining of bids. 
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Any responsible insurance company was permitted to bid. The only limitations 
on bidders were that they must be reputable Cuban companies or Cuban sub- 
sidiaries of American companies, and if Cuban companies, any reinsurance must 
be placed with financially responsible American companies. 

GSA has never dictated the placing of insurance with any specified, or even 
inferred companies, except to approve awards to responsible successful bidders. 
Nor have we ever instructed our lessees or contractors on their insurance broker 
selection. 

Brokers’ fees are paid by the insurance companies out of their earned premiums, 
not by the insured or the Government. The premium would not be reduced even 
if there were no broker involved. 

An agreement has been reached with the Nicaro hospital contractor (doctor) 
whereby Nickel Processing Corp. will pay him $4,000 per month for taking care 
of all Snare-Merritt compensation cases. From this he will pay, directly, the 
salaries and wages of his doctors, nurses, other help, food, laundry, hospital sup- 
plies, linens, and hospital maintenance. 

Nickel Processing Corp. will bill Snare-Merritt for a like amount. 

Snare-Merritt will pay its workmen’s compensation insurance premiums 
monthly, based on its payroll, and bill the insurance company monthly for the 
hospital services rendered. 

The agreement with the doctor is subject to review after 1 year, based on an 
audit by GSA. Any extension will be revised up or down according to the 
results of the audit. 


Workmen’s compensation insurance—Nicaro expansion 


Name of bidder 


La Alianza Compania Nacional de Se- 
guros, 8. A. 
Enrique Codoy, executive presi- 
dent. 
Antonio M. Herrera, vice presi- 
dent-treasurer. 
Mario Munez Mesa, secretary. 
American International Underwriters, 
representing. 
M. A. Coker, vice president. 


Compania Cubana, De Finansas 
S. L. Maduro, president and man- 
aging director. 


Compania Cubana de Seguros El 
Globo 


10 i 
Guillermo F. Kohly, president. 
Alfredo J. Kohly, executive vice 
president. 
La Consolidada Compania de Seguros... 
Luis Marrery, general director. 


Name of reinsurer 


Insurance Company of North Amer- 
ica, Philadelphia, Pa. 
John H. Diamond, president. 
J. Kenton Eisenberg, secretary- 
treasurer. 
Frank A. Eger, comptroller. 


Comnmereet Insurance Co., Newark, 
John R. Cooney, president. 
W. J. Schmidt, secretary. 


Phoenix Indemnity Company of 
New York. 
H. Lloyd Jones, president. 
F. E. Newton, secretary. 
eee Co., New York, 


T. Gorwin Steele, secretary and 
comptroller. 


Lioyd’s of London 


Exuisit 8 


Allowance for use of hos- 
pital facilities 


45 percent of premiums. 


36.5 percent of premiums if 
loss ratio is less than 55 
percent, increase percent- 
age by 1 percent for every 
2 percent by which loss 
ratio is under 55 percent. 

30 percent of premiums. 


45 percent of premiums. 


30 percent of premiums. 


AFFIDAVIT OF MAXWELL H. EL.iott, GENERAL COUNSEL, GENERAL SERVICES ADMIN- 
ISTRATION, CONCERNING CERTAIN STATEMENTS IN AN ARTICLE PUBLISHED IN THE 
Aucust 1955 Issue or ForTUNE MAGAZINE ENTITLED “GSA: WASHINGTON’S 


Most DURABLE MESS” 


DISTRICT OF COLUMBIA, 88: 


Maxwell H. Elliott, being duly sworn, deposes and says: 
The above-mentioned Fortune article states: “For Congress, as GSA’s General 
Counsel, Maxwell Elliott, has told Mansure, gave GSA no authority to run a 


nickel plant beyond a trial period that ended more than 2 years ago.” 


incomplete. 


set out in the three following paragraphs. 
The National Industrial Reserve Act of 1948 and the Defense Production 


This is 


The statements on this question which I made to Mr. Solow are as 


Act of 1950, as amended, appear to authorize operation of Government-owned 
plants through lease or sale to private entities. Under the legislative history 
of these laws, authority seems lacking for direct Government operation on a 
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long-term basis. Thus, the original (1951) management agreements for the 
reactivation and preliminary operation of the Nicaro nickel plant provided for 
relatively short periods of operation in order to determine the fair and reason- 
able terms for a lease or sale. The January 1953 amendment to the Nicaro 
agreement, providing for a firm 5-year period of operation, went beyond that 
concept and, in my opinion, was unauthorized. 

I orally so advised the present Administrator in May, soon after he took office. 
This advice was later incorporated in a legal opinion informally approved by 
me but never officially promulgated for reasons, stated below, resulting from 
new facts. 

By that time (July 1953) the Office of Defense Mobilization had decided to 
issue a directive physically to expand the Nicaro plant so as to increase its 
capacity by 75 percent. The Administrator and I concluded (1) it would be 
most difficult, if not impossible, to lease or sell the expanded plant on reason- 
able terms until after the completion of the expansion and a shakedown period 
of operation, or to lease or sell the existing plant while the expansion work 
was going on; (2) since the plant operator considered he had a binding contract, 
an attempt to oust him would require court proceedings and even if successful 
would slow down the production of nickel and seriously delay urgently needed 
expansion; and (3) the only practical solution was to maintain the status quo 
until expansion and preliminary operation had been completed, at which time 
the plant would be offered for lease or sale. 

MAXWELL H. EL.iorr. 


Subscribed and sworn to before me this 2d day of August 1955. 


[SEAL] Mary A. BEALL, 
Notary Public, District of Columbia. 


My commission expires August 14, 1957. 


Exursit 9 
PURCHASE OF CRANES FOR NICARO EXPANSION 


Regarding the purchase of the cranes from Marion Power Shovel Co. : This item 
was originally requisitioned as two 214-yard capacity units, and GSA had located 
units of this size at the AEC Savannah River project, soon to be declared surplus. 
However, they were withdrawn from the declaration prior to our acquisition, and 
attempt was made to obtain similar items from Navy, but no satisfactory arrange- 
ment could be made. Because of the urgent need at Nicaro, we agreed to 
purchase new cranes for the job. 

However, to assure that the equipment purchased would be usable in mining 
operations, after completion of expansion, it was decided that a crane with 
4-cubic-yard shovel or dragline capacity would best serve our need. Bids were 
requested, together with specifications for the equipment proposed by each bidder. 

While.the delivery promised was an important element of consideration in 
evaluating the various bids, the character and capacity of the equipment was also 
a major factor. 

The Lima equipment was actually a standard 34-yard item equipped with a 
heavier engine. Its lifting capacity is less than one-half of that of the Marion 
(Marion, 215,150 pounds; Lima, 104,500 pounds). Also the Marion is a much 
studier built item, weighing 55,000 pounds more than the Lima. This factor was 
considered very important, in view of the rugged terrain in which the mining 
operations will be carried on. In approving this purchase, GSA considered these 
various factors and also the probable lower maintenance cost on the heavier 
equipment. 

We also approved the shipment of the first crane with a rebuilt, guaranteed 
engine, with the understanding that a new engine would be furnished and 
shipped at the vendor’s expense, and when installed the used engine would be 
returned to the vendor at his expense. This provision was incorporated in the 
purchase order. Delivery of the second crane was intentionally delayed for the 
purpose of equipping it with heavier and larger tracks. 

J. P. PINKLEY, 
Chairman, Nickel-Graphite Committee. 
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ExHiBir 10 
AvueGusT 2, 1955. 
To: The Administrator. 
From: Director, Office of Management. 
Subject: Fortune magazine article, GSA: Washington’s Most Durable Mess. 


Herbert Solow, interviewed the writer for 5 minutes on May 25, 1955. Present 
were Miss Nadler of his staff and Mr. Lehman of your staff. The only question 
asked concerned the EPS inventory. A forthright answer was given of the 
present situation of the inventory survey. He then asked if I had been requested 
to “kill” the survey by Mr. Mansure, Mr. Larson, Mr. Medley, or Mr. Elliott. The 
answer was obviously “No.” 

Solow was then told by me that any information he wanted concerning per- 
sonnel, organization or procedures was available in this Office. During his 
entire time in the agency Solow never again returned to ask any questions. 

If he had taken this step, many of the matters discussed in his article concern- 
ing the above subjects need never have been written. 

In the fourth paragraph on page 76, Fortune magazine, August, Solow states, 
“Mr. Mansure personally examines travel requests of his Washington staff” ; 
in the second paragraph, first column, page 188, he states, “He [Strobel] some- 
times finds his efforts to control field operations impeded by Mansure’s personal 
control of travel authorizations.” 

The fact is on July 1, the beginning of each fiscal year, all of the Commissioners 
receive annual United States-wide travel authorizations, which authorize them 
to travel at any and all times on official business when they deem it necessary. 
If they have not taken advantage of these travel orders to perform necessary 
travel, they have no one to blame but themselves. 

Also inspectors, compliance and security investigators and internal auditors 
receive nationwide travel orders at the beginning of each fiscal year. The above 
represents approximately 80 percent of the total necessary and essential travel 
of GSA. 

In the second phase of the first paragraph, second column, page 76, Mr. Solow 
states, ‘‘He [Mansure] encourages removing clips from wastepaper”; this state- 
ment is so ridiculous it does not require the dignity of an answer. This is recog- 
nized good business practice not only in Government, but in private industry. 

Continuing same paragraph, “to limit phone talks he [Mansure] has put 
3-minute egg timers on subordinates’ desks.” ‘The egg timers cost a total of $40, 
There has been a substantial reduction in long-distance telephone calls in 
number and length since they were installed. The savings represent about 
1,000 times the cost of the egg timers per annum. 

In the last paragraph, column 2, page 76, Solow states, ‘‘Mansure says that 
he puts merit above party ties, and he has, in fact, not fired a single one of 
GSA’s holdover bureaucrats, either for cause (which abounds in GSA) or at 
pleasure (and he has this option in a number of important cases).” This state- 
ment must be considered in connection with paragraph 2, second column, page 
186, which is as follows: “All the operating chiefs, when Mansure took over 
GSA were old hands who had been legislated into GSA: three Commissioners— 
A. J. Walsh (Emergency Procurement, the stockpile), W. E. Reynolds (Public 
Buildings), Clifton E. Mack (Federal Supply Service)—and Dr. Wayne C. 
Grover, the National Archivist.” Solow overlooks the fact that all of the 
“GSA holdover bureaucrats” were also “legislated into GSA” by the same law 
which legislated the operating chiefs into GSA. The 27 WAA “holdovers” in 
positions of Division Director and above, and the 10 regional directors, repre- 
sent one-tenth of 1 percent of the total employment of GSA; 277 years of Federal 
service prior to the establishment of the WAA; or an average per holdover em- 
ployee of 10.7 years of Federal service prior to WAA. In practically every in- 
stance these employees were transferred into WAA by Executive order or legis- 
lative action over which they had no control. 

There is attached for your information a table indicating Federal service 
prior to WAA; years of service with WAA; years of service with GSA; and 
total years of Federal employment; for the people transferred from WAA hold- 
ing “responsible positions in GSA.” 

The third sentence on page 77 states, “He [Mansure] has not fired a single 
holdover * * * at pleasure (and he has this option in a number of important 
eases).” The total number of important cases in which the Administrator 
of GSA has this option are the Commissioners of PBS and FSS and the Archivist 
of the United States; and three members of the Review Board. This privilege 
also extends to four private secretaries. 
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Paragraph 1, page 77, says, “Only one high echelon GSA job has been given 
to a Republican since Mansure came in—and that was at the instance of the 
White House.” Here too, Solow did not avail himself of information which he 
could have received for the asking. Our records show that there have been 6 
key appointments in this category, and in addition 5 consultants have been 
appointed ; a total of 11 key appointees. 

On page 185, fourth column, third paragraph, he states under the heading 
“WAA Forever” : “Many of the WAA bureaucrats had been the first castoffs of 
the war agencies in 1945-46.” Again information was available to Solow which 
indicates that practically all people transferred from WAA had been transferred 
into WAA by legislation or Executive order, over which they had no control. 

Yet “Many of them because WAA at its birth had the problem of quick staffing 
were given high grades and salaries. And in 1949 were taken into GSA with 
full civil-service rights when Congress dumped WAA into the new GSA for 
liquidation.” Solow apparently does not know what the record clearly states, 
and the Executive orders transferring these people clearly require that (1) 
they be “transferred at their same grade and salary,” (2) they either had or 
did not have “full civil-service rights” before the transfer and did not acquire 
any civil-service rights merely because of the transfer. 

Further comments on other statements in the article will be submitted later 
today. 

WILLIAM C. CLEARY. 


Exursit 11 


AFFIDAVIT OF WAYNE C. GROVER, ARCHIVIST OF THE UNITED StTaTES, GENERAL 
SERVICES ADMINISTRATION, CONCERNING CERTAIN STATEMENTS IN AN ARTICLE 
PUBLISHED IN THE AUGUST 1955 IssUE oF ForTUNE MAGAZINE, ENTITLED, “GSA: 
WASHINGTON’s Most DURABLE MESS” 


DistTRIcT OF COLUMBIA, 88: 


Wayne C. Grover, being duly sworn, deposes and says: 

Solow’s statement that I was chastened by Mr. Mansure, and for this reason 
even today would not discuss the so-called Grover report, is incorrect. As I 
recall, I told Solow that at our first staff meeting with Mr. Mansure he had 
appealed to all of us to cooperate with each other in carrying out GSA’s program, 
that I have.attempted to do this, and that so far as I am concerned the so-called 
Grover report is history. 

I did not say that I had been chastened or specifically reprimanded by Mr. 
Mansure in any way. I wasn’t. Nor is it true that the Administrator afterward 
bore down on me as an operating chief. On the contrary, he has supervised 
the National Archives and Records Service with fairness and a spirit of friendly 
cooperation and has supported the records program consistently and enthusias- 
tically. 

WAYNE C. GROVER. 

Subscribed and sworn to before me this 2d day of August 1955. 


GERTRUDE J. BALLARD, 
Meters Public, District of Columbia. 


Exuisit 12 


AFFADAVIT oF CLIFTON E. Mack, COMMISSIONER, FEDERAL SUPPLY SERVICE, GENERAL 
SERvicES ADMINISTRATION, CONCERNING CERTAIN STATEMENTS IN AN ARTICLE 
PUBLISHED IN THE AUGUsT 1955 Issun or ForTUNE MAGAZINE ENTITLED “GSA: 
WASHINGTON’s Most DurABLE MEss” 


DIsTrict of COLUMBIA, 88: 


Clifton E. Mack, being duly sworn, deposes and says: 

The article appearing in the August 1955 issue of Fortune magazine, written 
by Herbert Solow, entitled “GSA: Washington’s Most Durable Mess,” contains 
the following statement, beginning with the last sentence of page 186 and ending 
on line 10, page 188, “If Commissioner Mack’s Federal supply operation is fairly 
effective, the main reason is the close relationship between Mack and his field 
men, dating back to Treasury days. Mack manages to communicate with them 
out of channels, evading the regional directors, but Mansure now campaigns 
against ‘evening telephone calls’ and similar desperate operating methods.” 


67332—55——17 
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This statement is untrue. I have never followed such practices. While the 
article does not quote me as having made this statement, nonetheless I have 
never made such a statement to Herbert Solow or anyone else. Further, no one 
else could truthfully make such a statement. 


C. E. Mack. 


Subscribed and sworn to before me this 2d day of August 1955. 


GERTRUDE J. BALLARD, 
Notary Public, District of Columbia. 


JUNE 20, 1955. 
Memorandum to Mr. Solow: 

Don Lehman, Acting Director, Office of Public Information and Reports, told 
me this morning that you plan to be here tomorrow; hence this memoranda. 

You asked me in your letter of June 16 about William J. Balmer of Chicago 
and Timothy McInerny. 

I have never met Mr. Balmer. However, I believe that a General McInerny, 
whom I met in San Francisco during the fall of 1952, while I was an a trip to 
our field offices is the same individual you refer to in your letter, as he was 
referred to as a public relations consultant for Jess Larson, former Adminis- 
trator of General Services. Have in mind that I met him on one later occasion a 
few months after first meeting him in San Francisco. On that latter occasion 
I believe he was leaving the General Services Administration Building when 
I met him and it was only a matter of exchanging greetings. 

The only visit General McInerny has made to GSA since that time, that I 
know about, was to ask Administrator Mansure about a building located in 
New York City, and the Administrator’ referred him to the owner, Joseph 
P. Kennedy, of Boston, the father of Senator Kennedy and former Ambassador 
to Great Britain. 

Neither William J. Balmer or General McInerny have had any contacts with 
my office of the Federal Supply Service on behalf of suppliers to my knowledge. 

Believe General McInerny publishes a news service, but this is a matter you 
probably know more about than me. 

CiiFTon E. Mack, 
Commissioner of Federal Supply. 
(Original of this memo sent up to Mr. Lehman to hand to Mr. Solow.) 


ForTUNE, 
EDITORIAL DEPARTMENT, 


New York, N. Y., June 16, 1955. 
Mr. Cuiirrorp E. Mack, 


Washington, D. C. 


DeAR COMMISSIONER: I am cleaning up tag ends of questions connected with 
my story. Perhaps you could give me a little additional help. 

Mr. Mansure has a very good friend named William J. Balmer, of Chicago. 
He is also acquainted with Timothy McInerny, who used to be employed by Mr. 
Larson. The ins and outs of the relations between these two gentlemen and Mr. 
Mansure are no particular mystery to me, but I would be glad to learn more, if 
possible. I wonder whether they have had anything to do with efforts, suc- 
cessful or not, to get contracts or to help others get contracts from your service? 
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My question is primarily directed at the Mansure administration, but it would 
be interesting to know how far back their activities, if any, go. 

If you can cast any light on this, I would appreciate it very much. 

Perhaps it would be inconvenient for you to write me. In that event, I would 
suggest that you send me the information either through Mr. Lehman or by tele- 
phone. You can reach me through our Washington office, Republic 7—6050, by 
asking for New York, extension 814. 

All the commissioners have been helpful, and I think that I will be able to 
write an interesting article that will also serve the public interest. 

Very truly yours, 
HERBERT SoLow, 
Board of Editors. 


ExHitsit 13 


AFFIDAVIT OF PETER A. STROBEL, COMMISSIONER, PUBLIC BUILDINGS Service, GEen- 
ERAL SERVICES ADMINISTRATION, CONCERNING CERTAIN STATEMENTS IN AN 
ARTICLE PUBLISHED IN THE AUGUST 1955 ISSUE OF FORTUNE MAGAZINE, ENTITLED 
“GSA: WASHINGTON’s Most DURABLE MESS” 


District oF COLUMBIA, 88: 


Peter A. Strobel, being duly sworn, deposes and says: 

The statement, “Strobel is not happy with the GSA setup,” is Mr. Solow’s. 

No discussion was had in regard to the decentralization of PBS records. 

In regard to the regional setup, I admitted that I did not always know what 
was going on in the regions. However, I expressed the opinion that this matter 
could easily be corrected. Mr. Solow asked about the function of the staff offices 
acting between the Office of the Administrator and the heads of the services. I 
said there had been some interference, but that it was not a serious matter. 

The matter of lack of travel funds and also the fact that travel authorizations 
have to be obtained through the Administrator’s Office were discussed. I gave 
the opinion that in the future I was hopeful for more funds and more liberal 
authorization of travel. This situation, I explained, made it hard for us to 
follow through with the regions to assure that policies and regulations were 
being followed uniformly. 

Peter A. STROBEL. 

Subscribed and sworn to before me this 2d day of August 1955. 


GERTRUDE J. BALLARD, 
Notary Public, District of Columbia. 


ExHreit 14 


The following statement relating to GSA savings has been excerpted from the 
additional hearings before Subcommittee on Appropriations, House of Repre- 
sentatives, independent offices appropriations for 1956, page 100. 

The statement which follows shows total savings for the period involved of 
$664.9 million, which is $27.1 million greater than the original estimate of $637.8 
million. Savings shown in the following statement for the fiscal years 1951 
through 1954 are as printed in the annual report of the Administrator of General 
Services pursuant to section 212 of the Federal Property and Administrative 
Services Act of 1949, as amended. The savings itemized for 1955 is a prelim- 
inary estimate. 
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General Services Administration savings, fiscal years 1951 through 1955 


{In millions] 





1951 | 1952 | 1953 | 1954 | 1955 | Cumu- 


esti- | lative 
actual | actual | actual | actual mated | total 








PERSONAL PROPERTY MANAGEMENT 


Procurement: Volume purchasing from Federal sup- |. 

ply schedule contractors results in uniform price 

advantages to Federal agencies for common-use 

commodities and services. Savings resulting from 

direct delivery purchasing and consolidated pur- 

chasing through the general supply fund for distri- 

bution by GSA stores system afford additional price 

DORRIIEII ss oo nd ckscan acne iene eee ned okie ae $25.9 | $47.0) $67.5] $59.8 | $69.2} $260.4 
Utilization of personal property: Utilization transfers 

of excess personal property among Federal agencies | 

eliminate need for a substantial amount of new pro- 

curement. Consolidated motor pools in areas of 

high vehicle density result in savings through in- 

creased utilization of vehicles, disposal of unneeded 

units, reduction in personnel required for operation, 

supervision, and management, reduction in mainte- 

nance costs, and elimination of duplicating services _- 13.4 39. 1 40.5 58.7 71.0 222.7 
Traffic management: Tangible savings in Government 

freight costs are made through negotiations with 

carriers for reduced transportation charges, partici- 

pation in cases before regulatory bodies, and render- 

ing of various traffic services to Federal agencies by 

Rs soe. 35 oct sedi) 4 cand dp niece’ dele ee bank 2.2 3.0 4.6 6.6 6.6 
Supply management: Surveys of agency supply oper- 

tions produce measurable economies through in- 

stallation of improved personal property manage- 

SRT POR as signa sok chnvesbgens 4d aaebesbent 1.8 4.6 2.3 2.4 2.0 13.1 
REAL PROPERTY MANACEMENT 


Utilization of real property: Excess real properties, 

made available to agencies through transfer, in lieu 

of new acquisitions, result in wide economies. -__-_-_-__- 30.0 18.7 5.2 5.0 15.0 73.9 
Space economies: Reduction in leased space, increased 

efficiency in use of space, and vigorous standards for 

occupancy have produced substantial economies____ 3.7 7.0 2.0 5.2 3.1 
Utility services: Significant savings are achieved 

through contract negotiations with utility com- 

panies, participation in rate cases and continuing 

equipment utilization and rate studies____._.______- .6 8 1.2 of at 
Communications: Direct savings result from opera- 

tion of a leased system of telephone equipment and 

lines, and full period telephone lines... __......._._- 2.0 1.8 8 4 2.0 


21.0 


7.0 
RECORDS MANACEMENT 


Records and paperwork management programs enable 
agencies to transfer noncurrent records to low-cost 
GSA records centers and dispose of records not of 
permanent value, with accompanying economies in 
space and equipment released _._-...........--.-.-.. 1.4 3.8 4.0 3.4 5.2 17.8 


CONTRACT AUDITS AND IMPROVED MANACEMENT 
PRACTICES 


Financial audit of contracts produces savings by 
elimination of improper charges, collection of addi- 
tional revenue, and prevention of additional Gov- 
ernment expenditures on some contracts. __.........].--..-.- 1.5 2.5 5.7 3.6 13.3 





WOR ncctadunnavchakerstacesdhscsineeaeeheil 81.0 | 127.3 | 130.6 | 147.6] 178.4 664. 9 








Senator Capenart. Mr. Chairman, do you think we ought to place 
in the record the series of articles by Fortune on Nicaro that has 
been run back over the years ? 

Chairman Brown. I thought you placed them in the record. 

Senator CareHart. No; I just talked about them. I didn’t place 
them in the record. 

Chairman Brown. I see no objection. 
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Senator Carenarr. It ought to go in the record, I think. It shows 
the series of articles that have been written, starting back in 1945, I 
believe. I haven’t read them. I glanced through them. They ap- 
peared in Fortune, I think. I think maybe they ought to go in the 
record. 

Chairman Brown. Without objection they will be put in the 
record. 

(The documents referred to are as follows :) 


{From Fortune, July 1945] 
THE Bvur~pine or NICARO 


It took nerve and luck; some perspicacious prospecting in a Cuban jungle ; steady 
war against U-boats, malaria, and superpoison ivy; shrewd engineers, and 
a mining-wise ambassador; a lot of United States tax dollars and heavy toil 


The United States jet aircraft program is just getting off the ground, and one 
consequence will be an overall increase—about 2 million pounds a month—in the 
need for nickel going into heat-resistant steel. That is a lot of nickel, which 
was the second metal after aluminum to go under priority control. Never has 
our wartime nickel stockpile come to more than 2 months’ supply. During the 
war against Germany (and very intensely after Japan cut off several potential 
sources) strategists worried about a possible German bombing of Ontario’s 
Sudbury Basin, where International Nickel produces the bulk of the world’s 
supply. In any event, our makers of armorplate, gun forgings, and aviation 
engines would probably not have had sufficient nickel except for one factor: a 
little-known, war-born nickel-extraction plant on the northeast coast of Cuba. 

The plant and all its facilities have been constructed since 1942 at a cost of 
$33,500,000 of United States Government money, and the Government owns and 
supervises them through RFC, DPC, Metals Reserve Company, and a convenience 
subsidiary called Cuban Nickel Co. But the plant is run by the company that 
constructed it and that owns the underlying low-grade ore sources—the Nicaro 
Nickel Co., a wholly owned subisidary of Freeport Sulphur Co. It has been 
producing nickel oxide (a form of nickel that steelmakers nowadays can throw 
right into the steel melt) for 18 months, and by 1946 its share of world produc- 
tion, barring Japanese-held sources, will come to 10 percent. 

For a while the site, not far from Antilla in Oriente Province, was guarded by 
Cuban and United States troops against potential U-boat attacks. For even 
longer the operation has been under wraps. Some details (exact production costs, 
minutiae of chemical processes) are still under wraps, but these are beginning 
to come off. The operation they disclose is minuscule compared to International 
Nickel’s. But after that, Nicaro is the world’s biggest nickel-producing unit: 
at capacity, which may be reached next month, it will extract 32 million pounds 
of metal a year. 

The unwrapping process may not be complete until some eventual congressional 
I-day. Meanwhile a lot of interested parties are wondering how much the 
plant will be worth after V-J Day, when nickel from Cuba or New Caledonia, 
from Celebes or the Philippines must fight its way out of the ground against the 
mighty competitive force of International Nickel. 


THE FORGOTTEN TONGUE 


Nicaro’s metal is extracted by a complex of processing units on a little palm- 
studded peninsula called the Lengua de Pajaro (Bird’s Tongue). The half- 
mile-wide Lengua, as it is called by the 100 Americans—employees and their 
families—living there, breaks the shoreline of spacious Levisa Bay and projects 
2 miles into its barracuda-infested waters. Once the United Fruit Co., whose 
big Preston sugar mill lies nearby, tried taming the peninsula into guinea-grass 
pasture areas for draft oxen, but the grass did poorly. In the spring of 12, 
when the nickel builders came to work, the Lengua, cut off from the world by 
jungle and swamp, was deserted except for one squatter raising pigs in the 
tropical scrub. 

Today, except for a few royal palms, the Lengua looks not unlike a factory 
town on one of the Great Lakes. Sprawling buildings, furnaces, stills, and tanks 
are caught in a manmade jungle of pipes for water, oil, ammonia, and steam, all 
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of it powdered rust red by the finely ground ore dust pouring from every stack. 
The whole hive rattles and roars around the clock on the edge of primeval 
jungle and in the shadow of the Cristal Mountains, which climb as high as 3,000 
feet. Here is Cuba’s greatest industrial enterprise. 

Ever since the Spanish-American War it has been generally known to mining 
engineers that there is nickel in the Micdéros, the nearby hills, which, via a 
misprinted map, gave Nicaro its name. Professionals call the ore Mayari, 
after the Cuban village nearest the Nicaro mines. In the decades after 1898 
many mining engineers examined the Cuban deposits for nickel, but because the 
ore could not be handled in any known profitable way it was written off as 
hopeless. 

Bethlehem Steel knew about the nickel to its sorrow. Beginning in 1907 the 
company put $850,000 into iron mines at Felton near the Lengua, but the iron 
was so badly contaminated with nickel and chrome that Bethlehem eventually 
stopped working the mines. Then, one day in 1936, Walter Chrysler happened to 
visit Bethlehem with several officers of Pardners Mining Co., a rich and daring 
group of New York nonferrous operators who had made great successes of tin 
in Thailand, of gold in New Guinea and Alaska. And at Bethlehem Eugene 
Grace happened to talk about Cuban ore. When Pardners president, John G. 
Baragwanath, heard about the curse of nickel in Felton iron, he inverted 
Bethlehem’s question. How, he asked, might one get the curse of iron out of 
Cuban nickel ore? 

Pardners decided to try—and although the group has since been dissolved, 
Baragwanath is still in Cuban nickel. He is Nicaro’s general manager on the 
Lengua and, under Freeport’s tall and courtly president, Langborne M. Wil- 
liams Jr., one of its vice presidents. In 1938 Baragwanath made a futile trip 
to Germany to try to worm an extraction formula out of the Krupps. And in 
a little Manhattan laboratory Pardners’ metallurgist sweated over ore supplied 
by Bethlehem, finally to devise an ingenious process that produced solid sheets 
of nickel. 

PAY DIRT LIES DEEP 


Pardners took options on ore areas near the Bethlehem mines and sent Philip 
D. Wilson (later and until recently Vice Chairman of WPB’s Metals Division) 
to develop the claims, covering 1,500 acres of red garden dirt. Wilson sank about 
500 pits, 1 of which went unexpectedly deep. Out of it came a grayish material 
that, by all rules, should have been tossed aside. But Wilson sent the queer 
stuff to New York. There it was found to assay about three times as high as the 
surface ore. It brought average nickel content to 1.45 percent—and the total of 
the 2 grades of ore to 40 million tons. 

To extract the nickel would take both management and money. Pardners, 
which thought of itself somewhat romantically (witness the name) as a specu- 
lative and prospecting group, was unready to provide either. Wall Street bankers 
were nervous about investing in Cuba, and Pardners turned to Freeport Sulphur, 
which had had long experience on the island through its manganese mines at 
Cristo on the south coast. Freeport, which produces close to one-third of all 
United States-produced sulfur and more than half of all Cuban manganese, was 
interested—but when it began studying Pardners’ extraction process it discov- 
ered that every once in a while the process would go haywire. And nobody 
in Pardners or Freeport could remedy the trouble or even understand it. 

So Freeport looked into the scientific books and the beginning of an answer 
was there. Some 20 years earlier the University of Delft’s professor of metal- 
lurgy, M. H. Caron, had successfully gotten nickel out of Mayari-type ore in his 
laboratory. Of course, his valuable blueprint was inadequate for commercial 
extraction. Only after many difficult metallurgical and mechanical problems 
had been successfully tackled, chiefly by Freeport’s youthful Tulane-trained 
engineers, Maurice Dufour and Robert Hills, did a commercial chemical process 
emerge. By the end of 1941 Freeport achieved successful operation in a ton-a- 
day plant at Hoskins Mound, Tex. Then Freeport bought out the Pardners 
interest. 

Two months after Pearl Harbor, Freeport went to Washington with its story: 
plenty of nickel to be gotten near Levisa Bay, but to get it in a hurry, under war 
conditions, especially price conditions, skipping stages of deliberate study and 
experiment, would cost not less than $20 million. That was made than Freeport 
cared to risk. But the United States had impelling motives for speed. Three 
conservative experts selected by RFC stuck out their metallurgical necks by 
approving the notion of mining Cuban nickel on the basis of the little pilot-plant 
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tests. Then Will Clayton stuck out his administrative neck and RFC authorized 
an approach to the Cuban Government for its blessing, which was given. 

Freeport’s Nicaro was to build a plant at cost-plus-nothing, with DPC con- 
struction and equipment funds, and to produce nickel at cost, except for a man- 
agement fee of 3 percent of the value of product delivered, which after expenses 
netted Nicaro about $1,500 in 1944. Operating funds were to come from Metals 
Reserve, which would also sell the product. Nicaro supplies ore free—at the 
present rate, about 1 millions tons annually—with the prospect of a royalty up 
to 2.5 cents a pound of nickel whenever market value shall exceed production 
cost. Metals Reserve sells at 27.5 cents per pound of nickel contained in the 
oxide, which is 2 cents below the ceiling on pig and electrolytic nickel. So far 
Nicaro has collected no royalty. 


LOGISTICS OF THE 





LENGUA 


After the Lengua was chosen as the site United Fruit sold to the United States 
(via the Cuban Nickel Co.) 682 acres of Lengua land at $128.01 an acre, and 500 
acres of swamp to be used as a dump for tailings (ore-extraction refuse) at 
$3.28 an acre. From the summer of 1942, when the tropical scrub was being 
cleared off, until the summer of 1943, Frederick S. Norcross, Jr., on leave from 
running Freeport’s manganese operations, bossed the Lengua job under the 
supervisory eyes of DPC agents. The bulk of construction was done under 
contract by old Cuba hands, the Frederick Snare Corp. of New York. 

Old hands and knowing heads were needed, both in Habana and in Wash- 
ington. In Washington, Freeport’s vice president J. Tyler Claiborne, Jr., strug- 
gled until he was dizzy with problems of priorities and other wartime controls. 
On one occasion Nicaro took over four steam generators already loaded for ship- 
ment to Willow Run. And then there was Habana, a far from free-and-easy 
market place. Cuban economic legislation embodies not only wartime controls 
but also touches of medieval Spain crossed with advanced labor legislation. 
Nicaro needed permits by the ream—to land cargoes on the Lengua instead of 
in a recognized port; to dredge, fill, and build ; to cut timber and use river water ; 
to operate a railroad, telephones, a hospital; to import technicians and to ex- 
port used tires for recapping. In addition, Nicaro wanted remission of con- 
sular fees, duties, and taxes, and the suspension of some practices under the 
labor laws. 

To achieve all this would have been quite impossible without the whole- 
hearted cooperation of the Cuban Government. Moreover, for a year Habana’s 
top-flight attorneys, Lazo y Cubas, had to strain their capacity to extract the 
precious metal of administrative action from the ore of amiable mafiana talk. 
Gossip is that Mario Lazo, a graduate of Cornell and Pershing’s A. E. F., and 
Jorge de Cubas, who on the side is Cuba’s leading tenor, managed by persistence 
rather than by greasing palms, the latter an approach deplored by many 
Cubans but pretty common throughout the Caribbean. 

The no-greasing principle seems to have been Nicaro’s, too; in any case, before 
giving Christmas cigars to helpful petty officials, the company got Embassy per- 
mission. Which was wise, since Ambassador Spruille Braden felt strongly 
about American ethics abroad. He got the Cubans to run one American out 
of the country in handcuffs for corrupt practices and battled militantly against 
the ancient practice of United States firms of donating to Cuban presidential 
campaign funds. Throughout Nicaro’s building, the Ambassador publicized 
among Cubans America’s interest in quick production. Moreover, as a miner 
with years of Chilean experience (his father founded Braden Copper Co.), he 
was able, when DPC agents and Nicaro officials tangled, to intervene with double 
authority to force decisions. 

To construct Nicaro it was necessary only to lift oneself by the bootstraps while 
one hand yielded a fly swatter, the other a slide rule for knotty problems in logis- 
tics. In the beginning was the Lengua and nothing else, no shelters, no roads, 
no beach, no water, no soap. Nicaro’s Habana purchasing division gathered 
what Cuba could offer—cement, lumber, roofing, titles, some scrap steel, 
office equipment, fresh food, Coco-Cola (at the peak, 1,000 cases a day). But 
that was miner. More important was the traffic operation, organizing the timely 
delivery to the Lengua of what has added up (as of May) to 140 shiploads 
of freight. From Oklahoma City came an entire machine shop, from other 
parts of the United States 65,000 tons of construction material, 68,000 of coal, 
5,700 of anhydrous ammonia, 1 million barrels of oil, 5 standard-gage locomotives, 
65 railroad ore cars, 2 5-ton gantries, large quantities of refractory brick, pre- 
served foods, and such amenities as secondhand lawn mowers, and toilet paper 
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(for a total of 168,000 rolls). From Jamaica in the West Indies came used 
Army earthmoving equipment. 

After Levisa Bay was dredged, most imports came by rail and ship from Miami 
direct to the Lengua. Some came from Port Everglades via Habana by Sea 
Train, a freighter whose cargo of loaded boxcars is laid down on Cuban rails. 
Only one ship was sunk and no lives were lost, but because construction was 
being interrupted now and then for want of a small quantity of some crucial 
material an express service was put in. For more than 2 years a Navy PBM-3 
settled thrice weekly on Levisa Bay to deliver blueprints, tires, machine parts, 
nails, and hurried technical consultants. 

The first items constructed were a wooden dock and a water system. Com- 
plete town facilities had to be built, set up, laid out, or organized.’ As a result 
Nicaro is now as civilized as any community in Oriente. Of the 4,000 residents, 
2,200 are employees. But there is one blemish: lack of houses and apartments 
to lodge everybody comfortably. Even when the staff is cut to 1,800 operating 
employees by elimination of some last-phase construction workers, the unpopular 
barracks originally built for temporary, unmarried construction workers must 
continue in use. The blemish seems the more glaring because of the housing in 
the executives’ area—not so plushy as that in some mining camps but fancy 
enough to justify the local wag who calls the area Nicaro Gardens—and to sat- 
isfy the wives who, indispensable executives feel, are equally indispensable. 

For all the complaints about the barracks, Lengua housing in general and 
health are superior to the rural Cuban average. Every worker with a family 
on the Lengua has a house or apartment of 2 or 3 rooms with kitchen and, if 
not a private bath, at least use of convenient communal bath and toilet facilities. 
Inasmuch as there is minimal industrial hazard, the 4 doctors and 12 nurses 
can concentrate on normal problems of tropical medicine—how to control malaria 
and defeat guao, a growth compared to which poison ivy is ointment—and on 
delivering the Lengua’s second product, children. 


UNPILOTED JOURNEY 


Nicaro went into production as soon as a practicable section of each processing 
stage was complete. On December 29, 1943, after 20 mad months, the plant 
produced 48 bags of nickel oxide, each bag containing the equivalent of 50 pounds 
of pig nickel. As of May the plant was producing 1,600 bags daily. Before 
eapacity (1,750 bags daily) is reached, a number of revisions must be made in 
the plant. 

Revisions have been a Nicaro nightmare. Normally any such project would 
have gone through the stage of a 100-ton-a-day pilot plant, in which difficulties 
undisclosed by the 1-ton pilot experience would have come to light. But Nicaro 
was moving toward war, not toward commercial production. Blueprints for 
the Lengua plant were snatched from the hands of New York draftsmen and 
rushed to Snare’s construction gangs. The result was that many things had to 
be done twice. 

So much construction went on at once that truck wheels lacerated the plant 
site, interfering with the drainage of the heavy rains until a sea of mud rose 
over the construction area ; unplanned concrete aprons and solid roads had to be 
put in. Coral sea sand proved too soft for concrete; sand had to be fetched from 
rivers. Nobody could have foreseen some of the problems involved in the novel 
extraction process. Ammonia liquor began eating pumps; new high-nickel- 
chrome-alloy pumps had to be installed. Mayari ore in great bulk proved un- 
expectedly tough; a regrinding stage had to be added. Ore dust proved start- 
lingly elusive; collectors had to be multiplied. Heat generated in the process 
increased out of all proportion to the pilot experience; coolers had to be re- 
designed. Novel pipe-scaling problems arose; to avoid stoppages duplicate piping 
had to be laid. 

All these factors helped swell costs. So, of course, did inflation. The ceiling 
was found to be close to unlimited when it came to buying equipment and material 
in rising markets, shipping space in a ship-hungry world, manpower in an em- 





1The major items were as follows: Steam turbogenerators, transmission lines, telephone 
system, railroad, foundry, automotive repair shop, electric crane, housing, lighting, sewers, 
garbage incinerator, police department, fire department, milk-bottling plant, bakery, com- 
missary, restaurants, laundry, movie house, athletic grounds, swimming pool, clubhouses. 
schools, hospital. 
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ployment area inflated by rising sugar prices and wages, war-risk insurance cover- 
ing a Caribbean alive with U-boats.’ 

In short, the fact that the bill was 67.5 percent higher than the original $20- 
million figure submitted to the Government means primarily that $20 million 
was the wildest sort of guesstimate. It was made—as were those for other war 
projects on unfamiliar ground—by people who knew no more about what was 
ahead of them (and no less) than anybody else did. As for expenditures of 
which the wisdom or necessity is questioned by one critic or another—taken 
all together they hardly crowd 5 percent of the total. The Embassy regards 
Nicaro as a fine performance at a reasonable wartime price. And United States 
officials inclined to criticize details say that inescapable wartime trends alone 
explain the overwhelming bulk of overexpenditure. 


MEN WITHOUT WOMEN 


The Lengua was made into an industrial center by human labor. American 
and Cuban, and the job had its share of human problems. Squatters moved in 
to undersell with rotgut the nonprofit company restaurants—and did a good 
business with workers whose idea of a balanced diet is moros y cristianos—black- 
bean porridge with rice. At the peak of construction activity when the sizzling 
Lengua was inhabited by more than 7,000 men without women, a local entre- 
preneur set up on a nearby island an institution no doubt noble in purpose. The 
island was called Madama (a cigar for that one). After some of what might be 
called the islefas were cut up in a brawl, Madama was cleaned out. So was a 
highly septic successor institution located in a nearby squatter community called 
(another cigar) Segundo Frente. 

If Cuban labor had any notion that a job on an American war project would 
have its good points, they were right. If they had any notion that it would be 
a cinch, they soon found out different. There was plenty of pressure from 
Washington to hold the line on Cuban wages as part of the policy of holding the 
line on prices throughout the hemisphere. Moreover, Nicaro wanted to keep costs 
down with a frankly selfish view to being fit for competitive operation after the 
war. And the Cuban Government was cooperative in this connection, too. 

Article 77 of the Cuban Constitution provides that nobody can be fired except 
for cause and after an expediente, a hearing with witnesses and eventual appeal 
to the Ministry. At the outset Cuba’s War Department classified Nicaro as a 
Cuban war project. Then the Minister of Labor authorized the hiring of un- 
skilled hands for war projects as trabajo eventual, occasional labor, which 
could be hired for a day and need not be rehired. The authorization covered 
Nicaro, freed it from the potential red tape of controversies under article 77. 
Another wartime concession made to Nicaro was the lowering of the overtime 
floor to cover only work in excess of 240 hours a month. 

In the early days there was plenty of understandable rancor in Nicaro labor. 
Workers were living in palm-thatched huts under conditions almost as bad as 
those of Soviet workers in the great war evacuation of industry. A particularly 
cantankerous organizer of the Cuban Confederation of Labor (CTC) kept up 
a drumfire of press criticism. For example, when Nicaro (by order of security 
agents) put barbed wire around the plant (but not around the townsite), he 
labeled the Lengua a concentration camp. Even more intensively the CTC 
(which has half a million members and gets pretty steady Government backing) 
was pushing in. A move for a congressional investigation proved abortive but 
Nicaro was getting a rather bad name in Cuba. 

As the emphasis of work began shifting from construction to the steadier 
rhythm of production, Nicaro converted many construction workers into pro- 
duction workers. Many of these were upgraded and got higher pay than before. 
Moreover, Nicaro restored the expediente without outside pressure. Late in 
1944 the CTC got a powerful grip on the Nicaro company union. Nicaro offered 
no further resistance to the trend that has brought almost all Cuban labor 
under the Communist-dominated CTC. A new contract was negotiated with 
the help of a fellow-traveling CTC delegate from Habana. Labor (chiefly the 
lower brackets) got a raise of 28 cents a day above the old base rate of a fraction 
under $2.10. By American standards this is little enough, yet at $2.38 the 


?Not reckoned in the $33,500,000 total is some $770,000 laid out to transform an om 
Tannin Corp. plant in Wilmington, Del., to refine nickel oxide into pig nickel. In January 
1945, steelmakers were convinced that nickel oxide would do their alloy job satisfactorily 
and the refinery was closed. 
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daily base is well above Cuba’s legal minimum. To determine overall base 
rates one must add savings through commissary food and superior housing at 
low rates. “8 

In the future, minor points of friction may be well lubricated by the credit 
that General Manager Baragwanath, despite his determination to keep down 
labor costs, has won in the CTC. It was in August 1943, after tough, gruff 
Fred Norcross went back to his manganese job that Baragwanath, who first 
suggested that Pardners have a fling at Cuban nickel, took over. This 56-year- 
old mining engineer has neither an engineering degree (he quit Columbia with 
a mere A. B.) nor hairy ears (on or off the job he is a fashion plate). He put 
in 9 years in Ecuador and Peru learning mining the hard way and Spanish the 
easy way. Then he traveled the globe for 5 years for American Smelting & 
Refining and headed Pardners from 1928 until it was shelved in 1941. 

When Baragwanath is at home in Sands Point, Long Island, he finds his 
chief amusement in croquet, played with deadly science against Mrs. Baragwanath 
(who is better known as Artist Neysa McMein), Ambassador W. Averell Harri- 
man, and other cronies. He is a great player and inventor of all sorts of 
games, author of Pay Streak, a volume of short stories, and coauthor of a 
play that made Broadway. There is a hard-rock miner at Baragwanath’s core, 
but his surface is as smooth as sheet nickel. Nicaro’s improving labor and 
public relations in Cuba are largely attributed to his southpaw approach—what 
Cubans admiringly call mano izquierda. 

Baragwanath has been called by the Habana Post’s columnist a “master of 
words, of friends, of labor and accounts, and the master of the situation in an 
unlimited, general way”—but he is said to be unable to do two things. One, 
it is clear, is to win at badminton against his champion (Wellesley) daughter. 
The other, he says, is to figure out what, over the long pull, it will cost to produce 
Cuban nickel. But surely he and his colleagues try on auiet evenings in Nicaro 
Gardens to figure out just that, because upon the relation of cost to market 
price will depend the plant’s long-time value. 


POSTWAR NICKEL’S WORTH 


$y its contract with DPC, Nicaro may, within 6 months from the time Metals 
Reserve orders production stopped, bid in the plant at cost less depreciation 
reckoned at 7.5 percent per annum. Nicaro seems to think this option is worth 
little. Of course, other bidders might theoretically horn in, since the Government 
or its designee will have a perpetual right to use the Nicaro process on the 
Lengua. But that fact is likely only to put a floor under the Government’s price. 
Over all potential counterbidders, Nicaro has the great advantage of its 
experience. 

How much Nicaro will offer the Government will depend somewhat on market 
conditions at the time of negotiations, but largely on cost of production. In 
April the cost of putting a pound of nickel into a bag on the Lengua was 25.7 
cents. By the time capacity production is reached this summer, it ought to be 
substantially lower, inasmuch as total operating costs are already close to the 
top. Of course, when one adds 2 cents a pound (the approximate cost of ship- 
ment by rail to Habana, by sea train to Port Everglades, and by rail beyond) 
the cost goes over MRC’s sales price of 27.5 cents a pond. And this includes 
neither interest nor depreciation. But after the war it will be possible to 
ship by an all-water route to middle Atlantic ports. Moreover, there will be 
lower freight rates on oil, coal, and ammonia shipped to Cuba. There are 
possibilities of technical improvements. And almost certainly sugar prices 
will drop, and with them all Cuban wage rates. Moreover, there is the possibility 
of sales in Europe at prices higher than in the United States. 

Longtime producing costs will, of course, depend somewhat on the attitude 
of the Cuban Government. Nicaro will want to perpetuate as many wartime 
concessions as possible and will seek new ones in an effort to increase labor effi- 
ciency and to reduce the operating staff from 1,800 to 1,500. This, Nicaro offi- 
cials argue, is impossible while labor is covered by the relaxing expediente pro- 
cedure. In seeking concessions, any prospective postwar operator will advance 
powerful arguments of the Cuban public interest: employment of a couple of 
thousand men is important in Cuba, and Nicaro’s job-making island payroll 
has come to $13 million, its local purchases to $5 million. 

Moreover, nickel is a bit of solid reality in the Cuban dream of economic di- 
versification. Cuba’s fine tobacco and fruit and peanuts and all the rest are 
just peanuts. What flows in Cuba’s economic bloodstream is mostly sugar. 
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And developments like Nicaro can help the island out of the diabetic trap of 
an economy based on one sweet product. Cuba has plenty of cigars; what it 
needs, so to speak, is a good nickel plant. And Nicaro is in a position to put 
up money and work its Cuban mines and the Lengua plant—or to turn to 
Mayari ore in the Pacific. 

Some of the knowing management boys of other American companies in Cuba, 
while putting down the Presidentes (very dry) at the oy nea American Club 
bar in Habana, wonder whether the coolness toward the Lengua displayed on 
occasion by Nicaro officials is not really coyness. After all, this risk venture 
in nickel began before there Was a War and a war market and at a time when 
Cuba had a President, Fulgencio Batista, at least as friendly to the Communist 
CTC leaders as is Grau San Martin. The venture seems to have been based on 
the notion of making a gentleman’s living under International Nickel’s price 
umbrella. There are no signs that the umbrella will go inside out. Inco is 
hardly likely to make the masochistic attack on prices that, it seems, alone could 
imprison Cuban nickel in the ore. 

For little gentlemen who don’t try to shoulder others out into the wet there 
will probably be a living in Cuban nickel. And Nicaro, little compared to Ineo, is 
a gentlemanly company. It will probably come out with a bug-free nickel busi- 
ness—as well as with a record of service to the Nation’s armorers. 


WHERE NICKEL COMES FROM 


In 1937, the year of maximum peacetime consumption of nickel, the United 
States used 100 million pounds. In 1944 we used 225 million and we shall use 


about the same this year. World production figures (in millions of pounds) 
follow : 





1945 
(estimated) 





Canada: 
International Nickel Co__ 
Falconbridge Nickel ne Ltd 
New Caledonia (Frenc h) - Z 3 
Cuba (Nie aro Nickel Co. 





! Not available. 





[From Fortune, November 1950] 


THE SQUEEZE ON NICKEL 


It is distressingly tight and, because one company is 85 percent of the free world’s 
industry, it is perhaps tighter than it ought to be 


There has been an acute nickel shortage since July, and the prospects of supply 
will grow more tarnished before getting bright and shiny again. ‘The eventual 
brightening will depend in part on annoyed consumers, venturesome new pro- 
ducers, and a busily stockpiling United States Government—and what they may 
do to effect a partial reform of the nickel-producing industry. In any event, the 
world of nickel deserves a look in this transitional hour made loud by the clash 
of metals. 

Nickel-specifying armament orders and letters of intent are still in the trickle 
stage and, anyway, the substantial amounts of nickel embedded in the structures 
of mothballed World War II ships that are now being recommissioned take some 
rearmament pressure off nickel miners. But the metal, of major importance in 
the surging pre-Korean economy of alloy-bearing automobiles, washers, TV sets, 
and what not, is crucial in the new production that began to be poured into the 
economic melt on June 26. 

Jet engines cast a highlight, for one might as well call them nickel as steel 
engines. Many jet parts contain 6 or seven metals, including lots of nickel. 
Nickel stabilizes the whole superalloy at high jet temperatures, warding off 
gremlins like oxidation and “creep” and thus adding to the engine’s life. In 
atomic equipment, gun-recoil systems, bullet jackets, bomber firewalls, aircraft 
exhaust valves, and so on, steel’s resistance to high temperature and corrosion 
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is largely dependent on nickel. Nickel makes engineering steels tough for armor, 
airplane crankshafts, motor-vehicle parts, etc. 

Because there is not enough nickel, automobile “bright-work,”’ which is never 
pure chromium, is likely to disappear after January 1. Some critics of tradi- 
tional Detroit decorative impulses would thus be pleased, but if the civilian 
industry is to make maximum nickel savings, it will have to change more than 
its taste in trim. It will have to use much less nickel in many structural and 
mechanical parts. Also, such desirable but nonessential applications of high- 
nickel stainless steel as kitchen sinks and building facades may soon be barred 
for the duration of the emergency. 

The pressure on nickel is in part due to the innate conservatism of engineers 
and melt foremen in armament steel mills. They are used to nickel and they 
naturally dread any change in their melts. In the World War II shortage, some 
United States steel technicians even resisted shifting from virgin nickel to a 
nickel oxide, when the latter first appeared on the market. Putting the oxide 
over took a lot of hard work, in which Molybdenum Corp. salesmen, who stood 
well with the technical men, lent a helping hand. The fact is that the amount 
of nickel used in some steels can be safely reduced by substituting another alloy 
metal, say molybdenum (of which the United States has a lot) or chrome (of 
which it has little). This was done on World War II to produce “national 
emergency” (NE) steels. And more could probably be done about this than is 
being done. 

But there are technical limits to substitution if specified results are to be 
achieved, and so steelmen cannot by themselves close the present gap between 
supply and demand. The gap is so great that the free world’s nickel industry 
has put new customers outside the pale and clamped allocations on old ones. 
The cutback on some is as great as 50 percent. Some furnaces have been pulled 
off high-nickel steel production, the armament variety. The United States steel 
industry is prepared on short notice to shift as much as possible to NE steels, 
some of which have been rechristened triple-alloy steels. Nickel was on the first 
inventory-limitation list and the credit squeeze on consumer durables is partly 
motivated by the nickel shortage. Also, nickel scrap is way up in price. The 
Senate’s rearmament watchdog committee, headed by Lyndon Johnson, is spend- 
ing time on nickel, particularly on the pricing aspect. 


THE NICKEL MONOPOLY 


If less is heard about the nickel than about other metal shortages, the reason 
may be the same as that which accounts for relative public ignorance about the 
nickel industry in general. Nickel is a small and rather underground world. 
When Administrator William H. Harrison, of NPA, wanted to talk about the 
steel shortage, he had to assemble 21 United States steel producers. For copper 
and zine he called in nine producers each. Although for nickel he politely in- 
cluded the two Western Hemisphere producers, he could have done his job just 
as well had he ignored Canada’s Falconbridge Nickel Mines, Ltd. For Falcon- 
bridge has only 10 percent of the free world’s production and its market is chiefly 
in Europe. In the event of global war, Falconbridge’s mine in Ontario would 
almost surely be an orphan as it was the last time, when the enemy seized its only 
refinery, located in Norway. One nickel-hungry United States steel executive 
had never heard of Falconbridge until September. That is because it is so small 
compared with the one producer no United States customer forget: the Inter- 
national Nickel Co. 

Inco, as the company is called in the trade, was created some years after the 
breakup of a nickel cartel once formed in the industry to stop cutthroat compe- 
tition. It dates back to a 1929 merger of competitors with neighboring mines 
located beyond the reach of the Sherman Act, to wit, in Canada. Inco’s executive 
offices are in New York City but it is a Canadian corporation. It has enjoyed 
a more or less God-given monopoly ever since men made the merger: exclusive 
possession of the largest-known nickel ore body, which also happens to be handy 
to about half of the world market—United States industry. It has reserves of 
over 250 million tons of nonferrous metallic ore in Ontario alone. It is the 
world’s biggest platinum producing unit, the sixth-largest copper miner, and a 
producer of gold, silver, selenium, tellurium, and cobalt. It is also about 85 
percent of the free world's nickel-mining industry. 

Inco handles 10 million tons of ore a year, mills and smelts in Ontario, refines 
nickel there and in Wales, runs nickel rolling mills and foundries in the United 
States and Great Britain. It produces electrolytic and pig nickel, various nickel 
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alloys (monel, inconel, nimonic), and nickel oxide. It sells about 90 percent « f 
its product outside Canada, and it is the dominant source of the nickel consumed 
in the United States. Wholeheartedly against economic nationalism, Inco has 
also been very resourceful in developing new uses of nickel. It has an impres- 
sive research staff. For years it was able to hold nickel prices stable, and when- 
ever more capital was needed for its vase operations, to raise it. 

But now, cry the consumers, nickel is terribly short. So, of course, are a lot 
of other metals and for complex reasons—including some consumer conservatism 
as in nickel’s case. But this much is simple: nickel would be 10 percent less short 
had not one competitor of Inco gone to the wall in 1947. That may have hap- 
pened because of a condition that is entirely proper under the laws of Canada. 
It is the condition of unregulated monopoly. Here price structure is a key cri- 
terion of judgment for antimonopolists. 

The basis of Inco’s prices (Falconbridge merely trails behind) is unfortu- 
nately not publicly known. While other metal prices vary widely even over 
relatively brief periods, nickel never fluctuated from 1929 to 1946—years of 
widely shifting costs. Between 1946 and 1950 it rose about 60 percent. This 
rise—or much of it—could be taken for granted in most industries, because of 
increasing costs. But in view of their history, a question arises as to whether 
costs ever had anything to do with nickel prices. To answer the question one 
would have to work for Inco, because some key data are a trade secret. 

Costs, of course, can be affected by management. And while few miners say 
that Inco’s managament is obese, sentiment is general that (unlike the other 
great British Commonwealth metal monopoly, Australia’s domestic-selling steel 
producer, discussed elsewhere in this issue) is not very muscular. It is almost 
certainly not as muscular as in the days when Robert Crooks Stanley, a developer 
of markets in the grand style and now Inco’s 74-year-old chairman, by sheer 
hard work made nickel a sine qua non of the steel industry. Inco management 
could be Joe Louis—but there is no Ezzard Charles on the scene. 

To some United States consumers the fabrication of items with high nickel 
content is central. These are not typically the subsidiaries of the gigantic 
United States Steel Corp., which all together use only about 14 percent of the 
nickel consumed by the United States steel industry. Materially smaller Repub- 
lic Steel, on the other hand, is responsible for about 21 percent of the United 
States steel industry’s total nickel consumption. Allegheny Ludlum Steel, 
American Rolling Mill, and Crucible Steel, and such manufacturers as Timken 
Roller Bearing, which produce their own high-nickel steel, are also nickel- 
oriented. 

One steel-company officer recently sandwiched these remarks between two 
declarations of praise for Inco: “Chairman Stanly of Inco is on the board of 
United States Steel. They don’t have to worry about their nickel. I do. But I 
wouldn’t try to solve my problems by an independent supply of nickel unless 
I could produce all my needs and a surplus. I can’t be sure of managing that, 
and so I can’t risk being cut off by Inco.” 

Perhaps such fears are unjustified. Certainly such an act of discrimination 
by Inco would violate the consent decree that the company entered into in 1948 
to terminate an antitrust action brought against it by the United States Gov- 
ernment. The decree is full of words but provides little more than that Inco, 
which fabricates nickel products in its subsidiary Huntington, W. Va., mill, 
must sell both Huntington products and products provided by Inco to Hunting- 
ton at a fair price to any United States fabricator that wants them. Had the 
United States Government tried to get more than that. Inco might successfully 
have challenged its jurisdiction. 

At times the United States Armed Forces, like United States steelmen, have 
been annoyed by Inco. Having had a bad time after World War I, Inco wanted 
no further experience of overexpansion nor any leftover war stockpiles. Now, 
the Armed Forces do not consider a material stockpiled, unless it is within the 
United States, but in World War II Inco disagreed. Canadian warehouses, 
it argued, were handy enough and as safe as any in the United States. Bill 
Batt debated the question with Inco for the United States, but Inco held 
firm. Being one of Canada’s largest corporate United States dollar accumnu- 
lators, it gets a lot of Canadian Government backing. In any case, though a 
lot of nickel kept coming along, the stockpile always was puny. Current stock- 
pile fixtures are a military secret, but they are probably not impressive either. 

Inco has no monopoly on producing the present trouble in nickel. But it is 
difficult, no matter how you refine it, altogether to separate trouble in nickel 
from Inco policy. Since Inco is 85 percent of the nickel industry, most com- 
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plaints against the industry are addressed to it, which may sometimes be unfair. 
That it is not always unfair is suggested by the story of the Nicardo Nickel Co. 
This venture began in 1942 after the OPM put nickel under allocation order. 


THE NICARO STORY 


The Freeport Sulphur Co. spent $32 million of RFC funds in great haste to 
build Nicaro’s mill in a Cuban jungle (see The Building of Nicaro, Fortune, 
July 1945), near nickel ore owned by Freeport. Early in 1947 Nicaro shut down. 
Many in the trade think that had Inco not behaved as it did when Nicaro’s fate 
was in the balance, the operation might have survived. 

When Nicaro started, it made an abortive try at refining pure nickel in Wil- 
mington. Then by great effort it established nickel oxide as an acceptable alloy, 
especially in electric steel furnaces. And while few items at World War II 
fronts contained Nicaro nickel, a lot of Inco nickel won timely release from the 
pipeline thanks only to the fact that Freeport got Nicaro into production—and 
in a remarkable hurry. Nicaro got out of production fast, too. Price was 
decisive, and Inco sets nickel prices. 

For many years after 1929 the contract price of Inco electrolytic nickel to 
steel companies was 221%4 cents per pound. In 1944 Nicaro first offered oxide 
at 271% cents per pound of contained metal. United States steel manufacturers 
took all that Nicaro produced. But on November 21, 1946, with the war over, 
Nicaro announced that it would quit business in 2 months. 

Four days after the announcement, Inco raised the price of nickel to 35 
eents. It also announced a product new for Inco: nickel oxide. It is in the 
form of a sinter, a sort of clinker, easy to handle. Inasmuch as Nicaro had 
shown that a differential of 2 cents could easily sell an oxide, Inco, the price 
leader, might have sold its sinter at 33 cents per pound of contained nickel and 
so have made optimum profits. In its last days Nicaro raised its price to 33 
and held its customers. In fact, some customers agreed to contract for 2 
years at 33 cents if Nicaro would continue in operation. But Inco fixed a price 
not over 30 cents. The objective of this low price is a matter of some dispute. 

Nicaro, in any case, faced this question: since Inco arbitrarily set a differen- 
tial of 5 cents in favor of the oxide, might it not later set one of 7 cents or 10 
cents? Under such circumstances, was the hope for a renewal of contracts at 
83 cents realistic? Along with a final RFC refusal to lease Nicaro on terms 
acceptable to Freeport and approved by Munitions Board Chairman Richard 
Deupree, the pricing situation was decisive. Nicaro closed on March 31, 1947. 
On January 1, 1948, the United States tariff was cut 144 cents and Inco made a 
comparable price cut. Sixteen months after Nicaro had closed, Inco raised 
its nickel price to 40 cents and its nickel-oxide price to 36144 cents. On June 
1, 1950, came a new boost—20 percent, bringing nickel to 48 cents and the oxide 
to 4414. 

“Ineo,” wrote Fortune in 1945, “is hardly likely to make the masochistic at- 
tack on prices that, it seems, alone could imprison Cuban nickel in the ore.” 
And, in general, Inco was not masochistic after the war. It raised nickel- 
metal prices. But with respect to nickel oxide it was indeed masochistic, if 
only transiently. Thereafter, if not therefore—this could all have been coinci- 
dence—no more Cuban nickel was freed. One responsible steel executive 
recently summed up as follows: “Once Nicaro was turned back to the jungle, 
the price of nickel went up and there has been relatively little peace for the 
nickel consumer since.” 

If reports of the attitude of Incomen during the period of Nicaro’s building 
mean anything, this retreat did not displease Inco. Indeed, RFC stiffness to- 
ward Freeport may have been due in part to Inco pressure exercised via dollar- 
needy Ottawa and the State Department, which does a lot for Cuba on sugar and 
may have wanted Canada to earn United States dollars from nickel. In view 
of all that has happened since 1946, it might be argued that Freeport should have 
been a lot more venturesome with Nicaro. But the business of nickel, as is ex- 
plained in Inco’s 1949 report to shareholders, is so dependent on world political 
developments that to forecast even for a year “would imply an attempt to pre- 
dict the trend of world affairs.” In any case, Freeport might have taken a licking 
in Nicaro, and there is barely room to contend that staying on would have been 
sound venturesomeness rather than foolhardiness. It is not beside the point 
that, after Freeport threw in its cards, the United States Government never 
found another enterpriser interested in reopening Nicaro on the Government’s 
terms. The Government was, perhaps, too timid. Some of the money it saved 
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by not making terms with Freeport has gone into maintenance, and more will go 
into reconditioning when the mill is reopened. 

Freeport will not again willingly operate the mill, according to President 
Langbourne Williams. Key Nicaro men have left Freeport or are deep in mat- 
ters of sulfur and oil, to which the company is now largely restricting its inter- 
ests. To provide a competent top team to run Nicaro, Freeport would have to 
strip its organization. But Freeport would like to sell its ore and is encouraging 
American Smelting & Refining to take over the mill. Big A. S. & R. could prob- 
ably staff Nicaro without damaging itself, and it also might contrive what Free- 
port could not—to stay in business competitively after the emergency regardless 
of Inco. In any event, a survey party will soon report on the physical condition 
of the Nicaro mill, and a deal is likely to be made to reactivate it. 


NICKEL POTENTIAL 


There is little use in looking to Inco for substantially increased production. 
The company used its best ore (2.2 percent nickel, as opposed to the present 1.2 
percent) during World War II. Its metal capacity from the ore now handled is 
reported to be only two-thirds of what it once was despite added facilities. To 
produce more it would have to make a heavy capital investment on top of a $40- 
million investment completed during World War II and added to since then 
and this in the face of a steady decline in its reserves’ total metal content. True, 
Inco has an untouched ore body in Venezuela, but this is far from coming into 
operation. Inco also has properties in northern Manitoba (Lynn Lake), but 
their nickel content is of dubious significance. So, as a quick survey of the lead- 
ing units will show, are prospects of immediate relief from other fields. 

Falconbridge is increasing its mining, smelting, and refining facilities, and 
within a year its metal production rate should go up a couple of percent of the 
free world’s total. Before Falconbridge could put new capital into further ex- 
pansion, it might have to build the North American refinery it lacked during 
World War II, when it was shut out of Norway and had to run its ore through 
Inco’s refinery. 

The mines on France's Pacific island of New Caledonia, belonging to La So- 
ciété le Nickel, may by the end of 1951 achieve an annual output of 22 million 
pounds of metal. ECA has earmarked $965,000 for machinery and equipment 
toward this end. The amount used will be repaid in metal. But New Caledonia 
is a logistical problem at best and a bad one in time of war. To run its smelter, 
coal must be shipped from Australia. Then the matte must be hauled a great 
distance—to Le Havre or, as when the Nazis held the French refinery, to North 
America. And the island is submarine vulnerable. 

A sizable nickel and copper deposit of fair grade is being developed at Lynn 
Lake in Manitoba, by Sherritt Gordon Mines, Ltd., which is an experienced 
copper producer. A pilot plant is working on metallurgical problems. Lynn 
Lake could produce 16 million pounds of nickel a year with the equipment now 
becoming available at a wasting Sherritt Gordon copper mine farther south in 
Manitoba. But first a powerplant and a 160-mile railroad will have to be built, 
and at the present rate of development it will be late 1953 before any metal 
begins to come out of the Lynn Lake region. 

The State of Goyaz in Brazil has a lot of high-grade nickel ore that the Ameri- 
can Smelting & Refining Co. wanted to work several years ago. After spend- 
ing about $2,500,000 in development and test work, A. S. & R. gave up. Costs 
were too high, capital demands too massive, local mining laws too discouraging. 
Despite recent highway construction between the ore and the nearest railhead, 
there would at best be a long interval before quantity production, and there 
would always be the sealanes problem. 

The United States, which has thus far produced only tiny amounts of nickel 
as a byproduct of other ores, has one refractory-nickel source of potential im- 
portance in Douglas County in southwestern Oregon. M. A. Hanna Co., which 
2 years ago acquired the ore body, is engaged in an intensive and difficult metal- 
lurgical study. Hanna envisions the possibility of eventual production of several 
million pounds a year. 

Nickel is also obtained by the National Lead Co. as a byproduct of working 
a complex ore at Fredericktown, Mo. As the lead and copper are refined out, 
a nickel concentrate is put aside in storage ponds with a view to further treat- 
ment, which must await the perfection of a process. According to National 
Lead, commercial production of its nickel is anywhere from 1 to 5 years away. 
Even then, the annual nickel production is unlikely to come to more than 500,000 
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pounds or a mere two-tenths of 1 percent of the present total available to the 
free world. 

There are nickel deposits in Skagit County, Wash., and Alaska, but their future 
is not particularly promising. 

Nowadays any consideration of nickel’s future must make a bow to the possi- 
bilities of titanium metal. Several United States concerns are striving to 
improve titanium metallurgy and to cut the price so as to effect large-scale use 
as a substitute for some forms of nickel steel. Practical methods, however, are 
still unavailable. (On titanium technology see Fortune, May 1949.) 


STALIN AND NICKEL 


There remain to be considered the views of the Soviets’ man of steel on the 
free world’s nickel. If all of it be considered as a dozen eggs, 11 are in a 
40-mile-square basket in Ontario’s Sudbury Basin. Stalin’s Canadian agents 
might be abler saboteurs than any the Nazis had. He also has better long-range 
bombers and bombs. The Nazis, of course, never tried to hit the Sudbury nickel 
basket, but they lost their war. Were the Russians to hit Sudbury early in one 
of theirs, they might come closer to winning. 

For the remaining eggs would be far-off New Caledonia and, presumably, 
Nicaro—not enough by far for the steel omelet of United States rearmament. 
The danger of bombing and sabotage was a major reason for Government support 
of Nicaro in World War II, and the military has not ceased to worry about the 
problem. All the more reason to take the present shortage seriously. 

Not that Inco fails to. Surely it would modify its policy if it could clearly fore- 
see indefinite growth in demand. Surely because, for one thing, it has not shown 
such ability to increase earnings as to induce many of the big institutional 
investors that used to hold its stock to stay with it. While United States Steel 
earnings climbed from $2.67 in 1937 to $5.39 in 1949, those of Inco dropped from 
$3.32 to $2.08 in the same period. But—returning to Inco’s 1949 report—fore- 
seeing the trend of world affairs is not part of Inco’s business. As on So many, 
Korea burst on Inco, and so could peace. Were its managers now to loosen up 
on policy, they might someday face a glutted market. And since metallurgy, 
after all, is no science but merely what has been called the art of making money 
in the treatment of metals, Inco wants to make money. 

So, of course, would any operator of Nicaro, and this time he might. Were 
he to remain open after the emergency, he would help to reform the industry. 
Nicaro’s reopening, in any case, would boost the annual supply of nickel any- 
where from 25 to 32 million pounds, the first being the top achievement during 
World War II, the second the rated capacity. It would be in getting Nicaro 
going fast, and possibly in speeding up other nickel ventures through stockpiling 
contracts, that the United States Government, whose authority over Inco is 
dubious, might best relieve the squeeze on nickel. 


[From Fortune, April 1952] 
THE STRUGGLE FoR NICARO 


Reopening of this Government-owned nickel plant in Cuba uncovers a strange tale 
of bureaucratic sloppiness and political influence 


(This article was written by Herbert Solow of Fortune’s board of editors. In the 
last 7 years Mr. Solow has written many mining articles for Fortune, 2 of 
which, The Building of Nicaro (Fortune, July 1945) and the Squeeze on Nickel 
(Fortune, November 1950), were cited as source material by Senator Johnson’s 
watchdog committee in its report of December 1950, entitled “Nickel” ) 


There has been a lot of celebrating lately among United States nickel consum- 
ers—mostly steelmen desperately short of alloy metal—hbecause the Nicaro plant 
in Cuba is back in operation. Built by the United States Government during 
World War II at a cost of $32 million, Nicaro then added 10 percent to the world’s 
available nickel supply and it should repeat or do even better this time. 

Joining in the celebration with some self-satisfaction has been Senator Lyndon 
Johnson’s watchdog committee, which late in 1950 needled the Munitions Board 
for its dilatoriness in reactivating Nicaro. Jess Larson of the Federal General 
Services Administration, which awarded the new Nicaro contract, flew to Cuba 
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for the reopening of operations early in February and returned to say: “I have 
better reason now for knowing that I made the right decision than I had when 
I made it.” 

But celebrating the reopening of Nicaro may be premature. This possibility 
has nothing to do with the Batista coup. 

Policies suggested by the watchdog committee and by the Munitions Board 
were not carried out by Mr. Larson in awarding the contract. Apart from being 
told to get out a lot of nickel fast, Mr. Larson was given important policy indi- 
cations as to the type of contract, the contractor’s nationality, and postemergency 
operation. These policy indications Mr. Larson has not followed. 

(1) On October 24, 1950, Senator Johnson wrote to the Munitions Board in- 
quiring about the nature of any contemplated Nicaro arrangement. The acting 
chairman, Roscoe Seybold, replied that the contract between the Government 
and the future operator “will be in the form of a lease rather than a management 
contract, in accordance with the provisions of section 7 of the National Industrial 
Reserve Act. It is our belief that after consideration of all of the circumstances 
and factors involved, the United States can best be served by having this plant, 
which is located in a foreign country, operated by a lessee instead of under a 
management contract.” The watchdog committee recorded this policy of the 
Munitions Board in its fourth report (Nickel, December 27, 1950) without 
objection. 

Mr. Larson himself, in the letter of proposals he sent to qualified bidders for 
the contract on December 14, 1950, wrote: “The Government will enter into a 
5-year lease of the facilities, together with a 5-year nickel purchase contract. * * * 
The Government in connection with the lease will expect a reasonable rental.” 

But no rent is being paid. Nicaro has not been leased. Nicaro is being oper- 
ated by a hired manager. The General Services Administration is in the nickel 
business in Cuba for the account of the United States Government. 

(2) When the Munitions Board first certified bidders for the Nicaro contract 
it selected United States companies only. There were two. Munitions gave 
three reasons for this in its letter of certification sent on November 13 to Mr. 
Larson. They were (@) that United States companies should be encouraged to 
get into nickel since most nickel is produced by foreign countries (85 percent of 
the free world’s supply by the International Nickel Co. of Canada—Inco—whose 
policies the watchdog committee criticized), and (0b) that a United States opera- 
tor of this property would get along better in Cuba than a company of a third 
nationality, and (c) that postemergency continuity of operation could be best 
secured through a United States operator. 

(3) The watchdog committee also was concerned to secure “profitable opera- 
tion * * * on a permanent basis” in order to “diminish our dependence on the 
Inco monopoly.” 

Yet the Nicaro contract went to a company 70 percent Dutch- and Cuban- 
owned (it is the Nickel Processing Co., in which National Lead has a 30-percent 
interest, a Cuban group 20) and dominated by N. V. Billiton Maatschappij, the 
big Netherlands tin company. 

Billiton is marking time with respect to the development of ore bodies of its 
own in Indonesia, which it has never worked but which it could conveniently 
and at little cost to itself learn how to work by a stay at Nicaro. It has 
given its Indonesian interest as a reason for taking the Nicaro job. 

A proposal of American Smelting & Refining, in 50-50 partnership with Free- 
port Sulphur, to operate Nicaro was turned down by Mr. Larson. Freeport 
had successfully operated Nicaro until it closed in 1947 and was called on by 
Mr. Larson to make the survey on which the rehabilitation work has been based. 

Thus Nicaro is being operated under a management contract for Government 
account by a Dutch company that is a leader in the world tin cartel and has 
never produced nickel in its history. 

How come? 

THE MUNITIONS BOARD STAGE 


The story of the struggle for Nicaro is an involved one even in Harry Truman’s 
Washington. The cast of characters includes officers of United States mining 
companies, an able New York lawyer who represents the Dutch company, a 
notorious Cuban politician, a United States ambassador close to the Democratic 
National Committee, a United States bureaucrat whose rating of Billiton was 
called decisive by Mr. Larson and who is a listed director of a Billiton-dominated 
tin company as nominee of a Siamese tin trader named Yip In Tsoi. 
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The tale of the bidding for Nicaro begins, however, with more familiar char- 
acters. Not long after Nicaro was foreed to shut down by Inco’s price policy 
in 1947, the property was coveted by James Finnegan (the former St. Louis 
revenue collector) in association with Rex Jacobs of Detroit (the occasional 
employer of Merl Young). They could not get it. A Cuban named Rafael Gon- 
zalez tried to buy the plant to use as a source of electric power for Oriente 
Province. Mr. Gonzalez’ dickerings were upset by the outbreak of the Korean 
war, which again highlighted Nicaro’s importance as a nickel producer. 

So on September 1 GSA tried to persuade Freeport Sulphur to undertake the 
reopening of Nicaro. As reported in The Squeeze on Nickel (Fortune, Novem- 
ber 1950), Freeport had committed its available management and technical per- 
sonnel to oil and to an effort to help meet the hysterical demand in the sulfur 
field. (At that time it had not brought in its great new sulfur dome at Gar- 
den Island Bay in Louisiana.) Freeport urged the American Smelting & Re- 
fining Co. (Asarco) to take up the Nicaro proposition and promised to help it if 
it would become the operator. Freeport owns the Nicaro ore body and was will- 
ing to convey its unique Nicaro experience to Asarco. Asarco personnel was 
available and, although it had never produced nickel commercially, had some 
nickel know-how from work on Brazilian ore. A 50-50 deal was made and 
Asarco prepared to bid for Nicaro. 

silliton, which operates the big tin smelter at Texas City for the RFC, also 
turned up as a bidder. This company has been in mining and smelting since 
1852. It has bauxite in the Dutch colony of Surinam and in Indonesia. It 
operates a tin smelter at Arnhem, Holland. It has nickel ore in Indonesia. It 
has done laboratory testing of a process developed by Prof. M. H. Caron of Delft 
for simultaneously recovering a relatively high percentage of nickel and con- 
siderable cobalt from difficult ores such as are found at Nicaro and in Indo- 
nesia. It has never produced nickel commercially. 

In the United States Billiton is represented by its attorney, Ethelbert War- 
field, of the Manhattan law firm of Satterlee, Warfield & Stephens. Mr. Warfield 
is chairman of the Billiton Nicaro affiliate; he represented Billiton before the 
GSA in the bidding. Both Mr. Warfield and his client, Billiton, enjoy excellent 
reputations among their peers. Billiton’s work at Texas City is highly regarded 
by metals men and by the RFC. 

As bidders began gathering around the GSA office, there turned up Eagle- 
Picher, the United States lead-mining company. Also on the scene was a Jacobs 
combination, which now claimed to have a tie-in with some Cubans. The same 
Cubans, however, were also appearing for their own account as the American 
Nickel Co. Among them was Rafael Gonzalez, who earlier had wanted the 
Nicaro powerplant and who was to prove more and more important as the 
struggle for Nicaro developed. 

From among these groups the Munitions Board, with the NSRB’s help, was to 
certify qualified bidders. The process, to which GSA also made a contribution, 
eliminated all but 3 of the candidates, 1 of whom, Eagle-Picher, never submitted 
a bid when the time came. Consequently, the Munitions Board’s qualifying 
process was a crucial stage in the struggle for Nicaro. 

Several Munitions Board officials helped work out criteria and fitted the can- 
didates to them. The NSRB participated in this work through John Croston. 
Mr. Croston graduated in mining (Colorado and Stanford), sold machinery to 
Europe and the Orient for a while, and since 1941 has worked as a mining 
analyst for Government agencies concerned with base metals, especially tin and 
lead. Mr. Croston has described himself as an admirer of the achievements of 
Billiton and has said that he is “identified with Billiton.” This, he explains, 
means that he has inspected Billiton operations in Texas, Holland, and Indo- 
nesia, and dealt with Billiton people, on behalf of the United States Government, 
and always in a proper way. 

Sometime before Mr. Larson gave Billiton the Nicaro contract, Mr. Croston 
received an invitation to become a director of the American-Siamese Tin Mining 
Corp., a development enterprise that is an affiliate of Billiton. The Dutch com- 
pany nominates a majority of the board of directors; Mr. Yip In Tsoi, a Siamese 
tin trader, has a minority interest in the company. The invitation to Mr. Croston 
came through Mr. Warfield, Billiton’s attorney, from Mr. Yip In Tsoi, whom 
Mr. Croston had met earlier in line of official duty. Mr. Yip In Tsoi wanted Mr. 
Croston as his nominee on the American-Siamese board. 

When questioned last month, Mr. Croston said that he had indeed received 
and still possessed the written invitation to become an American-Siamese director 
but that he had never written a reply. On October 26, 1950, however, when 
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Nicaro was a very live subject in Washington and in Mr. Croston’s office in the 
NSRB, the corporation was registered in Delaware, Mr. Croston’s name appearing 
as director. Mr. Warfield says that it appeared because Mr. Croston agreed 
verbally to serve. As of March 7, 1952, Mr. Croston’s name was still on file with 
the State corporation office of Delaware as a director of American-Siamese Tin. 


THE CROSTON REPORTS 


Mr. Croston and the Munitions Board men seem to have had no trouble in 
agreeing on three of the criteria for qualified bidders and on matching the 
candidates’ characteristics to them (assets, technical experience, qualified man- 
agement personnel). Another criterion was Latin American operating expe- 
rience, of which Asarco and Freeport have had considerable, and Eagle-Picher 
some. Billiton has had experience in the Dutch South American colony of 
Surinam, which, of course, is not Latin American by race, language, culture, 
laws, or form of government. The Munitions Board proposed that the criterion 
be experience in Latin American or colonial countries. One Munitions Board 
employee recalls that he and Mr. Croston finally agreed that Latin America 
could be understood to mean any country of the colonial type of government. 
Thus they could also agree that Billiton could meet the Latin American experience 
criterion. 

There was a difference between the representatives of the Munitions Board 
and Mr. Croston over the Munitions Board desire to make United States nation- 
ality a criterion. This was settled by an odd straddle. United States nationality 
was made a criterion over Mr. Croston’s protests. And so in the first instance 
the Munitions Board did not qualify Billiton when it qualified Asarco-Freeport 
and Eagle-Picher. But the Munitions Board wrote Mr. Larson that it would 
qualify Billiton if he, after consultation with the NSRB, would request it. 

Mr. Larson had at hand reports made to Stuart Symington, Chairman of the 
NSRB, on October 27 and to Vice Chairman Robert Smith on November 1, 1950. 
‘These reports urge that the NSRB not interfere with GSA’s decision. But the 
reports themselves came to influence GSA crucially. 

They refer to the old Nicaro process as an obsolete variant. They recommend 
that the rehabilitation of Nicaro embrace improvements that could raise recovery 
of metal from 69-70 to 85 percent, despite the fact that doing so would delay 
the beginning of operations. They also note Caron and Billiton claims that 
they have a new process that will increase the amount of nickel produced by 
15 percent. The reports say that Billiton’s new process is alleged to be capable 
of producing 175,000 pounds of cobalt a year. They say that Asarco is without 
experience in the nickel field. They ask that Billiton not be dismissed on 
grounds of the corporation’s nationality. They state that Billiton would not 
be interested in a management-fee job just for the duration of the emergency, 
but is interested in long-term production. They suggest that good reports can 
be had of Billiton from Will Clayton and Representative Clark W. Thompson, 
of Galveston. 

Mr. Larson says that this report decided him to ask the Munitions Board to 
review its decision and qualify Billiton. Mr. Symington says that these reports 
caused him to endorse Mr. Larson’s decision on that point. The Munitions 
Board did what Mr. Larson asked. It qualified Billiton. 

The man who wrote the decisive reports characterized these opinions as “‘solely 
my own” and based on 8 years of close contact with Billiton. He was John 
Croston, of the NSRB, Mr. Yin In Tsoi’s directorial nominee to the board of a 
Billiton affiliate. 

THE GSA STAGE 


Nobody else was qualified. Eagle-Picher never made a bid. The Billiton and 
Asareo bids came in around January 1, 1951. Mr. Larson now had in Billiton 
a competitor against Asarco. He had a weapon for bargaining with Asarco 
had he chosen to use it to alter the financial or other terms of Asarco’s bid in 
the Government’s favor. As to the type of contract, he need have had no trou- 
ble; in line with reiterated official policy, Asarco was ready to sign a lease. 
Asarco was also an American company and a good bet for postemergency opera- 
tion since it leaned toward a 15-year lease. On nickel price the Government 
has been able to reach agreements with Falconbridge, of Canada, and others, 
and Mr. Larson might have done so with Asarco. Mr. Larson, however, did not 
pick up the Asarco bid or use the Billiton weapon on it. He picked up the Billi- 
ton bid and ended the Nicaro contest. Billiton got the price. 
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Mr. Larson, when questioned, offers many explanations of his action. Let us: 
look at the five he gave to the disappointed bidders at a meeting in Washington 
in mid-January 1951. They are as follows: (a) That Billiton would get into 
production faster than Asarco; (0) that Billiton would produce cobalt as well 
as nickel; (c) that through Billiton the United States would get more nickel; 
(d) that the United States would get the nickel cheaper ; and (¢€) that the United 
States would get a preferable type of contract. 

(a) Speed.—One reason was that through Billiton the United States would 
get nickel faster. Billiton did get into partial production just about when its 
bid said it would. [ut there was no reason to believe that the Asarco-Freeport 
team would have been dilatory. Speed was not a solid reason for choosing. 
Billiton. 

HOPE IN A PILOT PLANT 


(6b) Cobalt.—Evidently cobalt can be recovered in laboratory glassware by 
a new Caron process that also recovers nickel over and above the amounts 
recovered by the old Freeport-applied Caron process. Mr. Larson has said that 
Asarco offered to do nothing about cobalt. But the Asarco proposal included 
an offer to carry out the recommendations of the survey report. These called 
for spending $50,000 on process development. Cobalt process was named, among 
others. So that, whatever Billiton offered about cobalt, it was not the only one 
to offer something. 

One Billiton cobalt offer was more magnificent than Asarco’s—as an offer. It 
was substantially to scrap the survey report and the old Nicaro process and to 
reengineer the plant for the new Caron process. Billiton claimed that this step. 
would yield annually an additional 3 million pounds of nickel plus 1,200,000: 
pounds of cobalt. This offer to plunge on a process tested not in a pilot plant 
but only in laboratories in Holland, Mr. Larson declined. He accepted an alter- 
nate Billiton cobalt offer—to test the new Caron process in a Nicaro pilot plant. 
The United States Government has put up $150,000 for this plant, whose foun- 
dations have just been dug at Nicaro. Pilot operation are scheduled for May 
and will probably have to continue for many months before dependable results 
become available. 

Who endorsed the metallurgy of the new process? The GSA Nickel Committee 
had a report from one GSA metallurgist. Beyond this, it passes the metallurgy 
buck to James Boyd, now exploration manager for Kennecott Copper, who, at the 
time of Mr. Larson’s Nicaro studies, was both head of the Bureau of Mines and 
Director of the Defense Metals Administration, and to Mr. Croston. Dr. Boyd 
says that no metallurgical opinion of the new Nicaro process was ever given by 
him, or as far as he knows, by any of his metallurgical staff. Mr. Croston is @ 
graduate mining engineer but he says that he knows more about mining than 
metallurgy, that he knows something about metallurgy but would not call himself 
a metallurgist. 

If, as was the case when the Government put up money for the old Nicaro: 
process of Freeport, the new process had received the endorsement of a com- 
mittee of distinguished and independent United States metallurgists, a layman 
like Mr. Larson might make a fairly authoritative forecast on the basis of their 
evaluation. But that was not the case. 

Billiton may or may not produce cobalt. Cobalt was critically short in 1950 
and 1951 and it still is, but Mr. Larson was not directed by the Munitions Board 
to get cobalt as he was directed to get nickel. A cobalt pilot plant was not a 
very good reason for making a choice between nickel bidders—if it was the 
reason. 

HOW MANY TONS? 


(c) More nickel—What applies to cobalt also applies to Billiton’s offer to 
obtain 3 million added pounds of nickel on top of its minimal offer of 31 million 
pounds. The extra poundage would depend on the success of the cobalt operation. 

Billiton’s basic offer—to increase production by 4 million pounds over Asarco’s 
offer of 27 million—may be more solid, but it depends on certain engineering 
improvements. These the GSA shows no evidence of having studied before it 
selected Billiton. Moreover, all or almost all that affect quantity are based 
on the Freeport survey report’s recommendations for improvements, which fore- 
cast only 27 million pounds as the probable yield. Thus there was room for 
reasonable doubt that the Billiton promise of 31 million pounds could be lived 
un to. The hope that Billiton will produce more nickel is only a hope today. 





DEFENSE PRODUCTION ACT 275 


THE PRICE PUZZLE 


(ad) Lower cost.—Mr. Larson’s fourth reason was that Billiton would produce 
nickel at a lower cost per pound to the United States Government than would 
Asarco. Now, the terms of the Billiton management deal are such that it is 
hard to see how the manager will make much money on it, but Billiton in any 
case can learn how to produce nickel. The same is true of National Lead. But 
even if these two lose money, nobody knows how much their nickel is going to 
cost the Government. 

True, Mr. Larson’s advisers, the GSA Nickel Committee, headed by Marvin 
Nichols, an estimable Texas water-supply and sewerage engineer, in its recom- 
mendation of Billiton’s bid, said that the prospective manager estimated pro- 
duction cost at 40 cents per pound. If this turns out to have been an overopti- 
mistic estimate, the manager can be scolded, but the nickel will nevertheless cost 
the Government more. 

It is almost as difficult to determine what the nickel would have cost the 
Government under the deal offered by Asarco. Asarco did not apply for a job 
as manager. It wanted to lease the plant for 15, 10, or 5 years and produce 
nickel on its own account, selling it to the Government under contract at a price 
that could vary with the rise in the prices of the main cost components (an 
escalator), but that would not drop below 50% cents per pound. This formula, 
quite advantageous to Asarco under all probable circumstances, was further 
weighted by the fact that Asarco wanted certain concessions from the Govern- 
ment in connection with United States Government owned preferred stock of 
the Nicaro Nickel Co., the Freeport subsidiary that operated the plant in World 
War II. To determine costs weighted by those concessions, their value would 
eventually have to be spread over the total amount of nickel sold to the Govy- 
ernment under the Asarco plan for the duration of the lease. This would mean 
some increase in price. Over a 15-year period it would have been quite slight. 

Still, the price was high. Would Asarco have taken less? Well, had Mr. Lar- 
son picked up the Asarco proposal and bargained with Asarco, he might have 
found quickly that Asarco was willing to give. Since he never did, the cost of 
nickel to the Government remains a mystery under both bids. As a reason it 
ould not have been decisive. 

(e) Mr. Larson’s fifth reason was that, despite all policy indications against 
the management-fee type of arrangement, and in direct contradiction to his own 
letter of invitation, GSA came to prefer a management-fee arrangement in order 
ito establish profit possibilities as a basis for a future lease arrangement. This 
“reason” may have its points but, despite any virtues of a management-fee 
arrangement, the action does not carry out the policy indications given to GSA. 


ENTER THE CUBANS 


Mr. Larson has given another reason over and above the five that he gave to 
the losers: Billiton was willing to take in Cubans. Here he seems to give a 
reason that has substance. 

Now, Asarco said it did not want Cuban participation while Billiton took 
Cubans in, but it is clear from the Billiton bid that originally it, too, wanted to 
start without Cuban participation. It wanted to sell 50 percent of the Nicaro 
deal to Americans, and the reason National Lead eventually got only 30 was the 
entry of the Cubans. 

There are a number of United States-dominated enterprises in Cuba in which 
‘Cuban capital participates ; but Cuba has no law compelling such participation, 
nor have Cubans generally been concerned about the issue. Indeed, Cuba has 
an industrial development program that seeks to induce United States capital 
to come in with no such string attached. 

The interested Government agencies say that taking in Cubans was optional, 
not compulsory. This has been said, for example, by Edward Miller, chief of 
the Latin-American Division of the Department of State, by his Cuban experts, 
and by Mr. Larson. Mr. Warfield, as a lawyer, says the same. But Mr. War- 
field is also chairman of the board of the Billiton operating company. And he 
also says that he had to “face the facts of life’ on the Cuban question. 

Mr. Gonzalez and his group were such a “fact.” Mr. Gonzalez was backed by 
Senator Inocente Alvarez, a member of the then President Prio’s political party. 
The Senator is a politico who, if one is to believe a tithe of what has been 
charged to him in debates in the Cuban Congress and press (especially on the 
score of war-time barter deals between the Cuban and other Latin-American 
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governments), could teach Messrs. Caudle and Finnegan plenty. The Gonzalez 
group took a stance in the shadow of their Embassy in Washington, determined 
to push into any deal that would ultimately be consummated. President Prio 
let President Truman know that he wanted Cuban capital participation in any 
Nicaro deal. Billiton may not have liked the Gonzalez group or, at any rate, 
the Senator, but it did not try to find alternate Cuban capitalists. Wherever 
silliton went, even to the United States Embassy in Havana, it found this same 
group or men who spoke strongly for this group. 

United States Ambassador Butler was one. Robert Butler, a St. Paul con- 
struction man and shipbuilder, is close to the Democratic National Committee, 
and was once Ambassador to Australia. Ambassador Butler flew to the United 
States and on January 10, 1951, he visited the White House. There he told 
President Truman of Cuba’s value to the U. N. in time of crisis. One such value 
is, of course, Nicaro nickel. It is hard to believe that he was silent about it. 
Later Butler recommended the Gonzalez group to Mr. Warfield in Havana. 

Mr. Larson’s statement that Cuban participation in the enterprise was a reason 
for his choice of Billiton seems to have something in it. 


“THE FACTS OF LIFE” 


Was there an option as to Cuban participation? In effect, no. There were, 
on the contrary, “the facts of life.” 

But did nobody tell Asarco the facts of life? They got a hint very late in the 
proceedings. On January 8, according to Simon Strauss, a vice president of the 
American Smelting & Refining Co., C. D. Williams of Mr. Larson’s nickel com- 
mittee telephoned him. Mr. Williams, questioned by Fortune, said that he could 
not remember any such conversation as Mr. Strauss remembers but he would not 
say that it did not occur. According to Mr. Strauss, Mr. Williams indicated 
that Cuban participation was very important. Mr. Strauss replied that because 
of the 50-50 character of the Asarco-Freeport arrangement—so vulnerable to 
balance-of-power maneuvers—they could not take in a third party. Mr. Wil- 
liams proposed a solution along lines that would be agreeable to Billiton: Billiton 
plus Cubans plus Asarco, with Freeport out. One contract, one bidder. Mr. 
Strauss refused to disrupt the Asarco relationship with Freeport. 

It seems clear that Asarco’s firmness against Cuban participation was meas- 
ured against Billiton’s acceptance of the Cuban participation idea. On January 
18, 5 days after the Williams-Strauss talk, the GSA Nickel Committee formally 
advised Mr. Larson to accept the Billiton proposal. On January 16, GSA gave 
the deal formally to Billiton by means of a letter of intent. 

It is possibly of interest that one member of the Habana law firm of Nunez 
Mesa & Machado is the recently resigned Cuban Ambassador to Washington, 
Luis Machado. Ambassador Machado (on leave from Nunez Mesa & Machado 
while Ambassador) introduced representatives of the Gonzalez group to Mr. Lar- 
son in the latter’s office at GSA. 

Nunez Mesa & Machado is the Cuban correspondent of Mr. Warfield’s law firm. 
After Billiton won the bid, Mr. Warfield visited the Washington Embassy, where 
the Ambassador presented the Gonzalez group to him. 

If the management contract is to be profitable chiefly in nickel experience, 
why did the Gonzalez group want in? Well, Mr. Gonzalez had the concession 
to sell milk to the mining employees at isolated Nicaro in the days’ of the Free- 
port operation and concessions of various sorts exist now. The concessionaires 
might make greater direct financial gains than the plant managers. 


NICARO AND INCO 


About long-term hopes and policies, there is ground for worry. Billiton and 
the Dutch Government own ore in Indonesia but have never built a plant to 
refine the nickel. Eleven months or so from the date of achieving full operation 
(perhaps July 1958, perhaps later), Billiton is bound to submit to Mr. Larson or 
his successor a lease proposal; if its proposal is not taken, Billiton will be out 
and free to move elsewhere with its new, economically acquired, and precious 
know-how. 

It might need a partner. Now on the shelf because of political conditions in 
Indonesia is a scheme for an International Nickel-Billiton joint venture in the 
exploitation of the Dutch-owned Indonesian nickel ores. A switch could be 
made to Inco’s Venezuelan ores. The method, in either case, could be the new 
Caron process—if the tests at Nicaro have good results. 
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Inco, however, is the company attacked by the “watchdog committee” as a 
monopoly. This is no political cliché. As in World War II, Inco today safe- 
guards its control of world nickel prices by resisting physical delivery of any 
substantial amounts of nickel to the United States Government stockpile. Inco 
prefers to stockpile on its own in Canada. 

How has Mr. Larson protected against Inco the nickel plant entrusted to him 
and seen by the “watchdog committee” at a means whereby “to diminish our 
dependence on the Inco monopoly”? Mr. Warfield says that Billiton has agreed 
with GSA that it will keep away from Inco for the duration of the Nicaro deal. 
The pledge is verbal. 

Mr. Croston, when questioned, has said that he knew Billiton had been in 
touch with Inco. But he did not mention this detail in the reports that Mr. 
Larson says so greatly influenced his decisions. 

But that detail is also a fact of life. It makes one wonder whether the time 
for celebrating Nicaro’s reopening has really come. 


[From Fortune, June 1952] 
NICARO NICKEL: ROUND 2 


The strange struggle over this $40 million United States Government plant 
continues—as does the scarcity of a vital alloy 


United States steelmen willingly suspend talk of Mr. Truman for a bit of talk 
of nickel. What they say boils down to this: owing chiefly to rearmament stretch- 
out, requirements are down a bit; eventually new nickel production will help; 
but a much-publicized recent estimate made by Canada’s big International Nickel 
Co. (Inco) gave an overrosy impression to the daily press; for the short term the 
shortage will be about as stringent as at any time post-Korea. In the circum- 
stances, the fate of Nicaro, the United States Government-owned nickel plant in 
Cuba, which has cost $40 million and is scheduled to add 10 percent to pre- 
Korean nickel capacity this month, is a matter of moment to United States ar- 
morers and taxpayers. That fate lately took such a peculiar turn as, perhaps, to 
warrant attention from the Senate watchdog, Lyndon Johnson’s Preparedness 
Subcommittee. 

Senator Johnson’s committee, in December 1950, defined a dual-nickel problem : 
how to get more quickly, and how to reduce United States reliance on Interna- 
tional Nickel, which has long ruled world prices. The committee asked, among 
other things, that Cuban production of nickel oxide be restored quickly and on a 
permanent, profitable basis. 

After World War II, Nicaro’s first operator, a subsidiary of Freeport Sulphur 
Co., gave up hope of operating profitably when Inco began producing an oxide at 
a very low price that was to start rising a little more than a year after Nicaro 
closed. Nevertheless, in 1950 a United States company prepared a bid to lease and 
run Nicaro on its own account. This bidder was American Smelting & Refining, 
with Freeport as a partner. 

But Nicaro’s custodian, the General Services Administration, under Jess Lar- 
son, induced the Munitions Board to certify a competing foreign bidder. There- 
upon Mr. Larson hired this bidder to produce Nicaro’s nickel on United States 
Government account. This was a Dutch company. Billiton, a leader in the world 
tin cartel. Billiton had never produced nickel, but once proposed partnership 
with Inco to work Dutch-owned Indonesian nickel ore, an idea shelved by politi- 
cal disturbances. This reputable if, in the circumstances, inappre priate company, 
appeared surprised to win Nicaro. The event certainly surprised many metal 
men. A month ago there came another surprise: before Billiton brought Nicaro 
into full operation, it quit. 

Today no company certified by the Munitions Board as qualified to operate Ni- 
caro is in the operation. Of the two groups now running Nicaro, one never sought 
certification, one sought it, and was turned down. 

In April (the Struggle for Nicaro), Fortune said that the deal which put Billi- 
ton into Nicaro was marked by bureaucratic sloppiness in GSA and the political 
influence of a group of Cubans, including a politico labeled a boodler by the Cuban 
Congress. This group operated through Carlos Prio Socorras, President of Cuba 
until desperado Batista overthrew his graft-ridden regime. Prio worked on GSA 
partly via United States Ambassador Robert Butler, a White House pet. Neither 
Cuban law nor announced policy requires Cuban participation in island ventures 
of foreign capital. But Prio’s people made Cuban participation appear to be a 
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condition of Nicaro’s reopening, instead of a suggestion, as Mr. Larson now calls 
it. American Smelting & Refining and Freeport wanted no Cuban partners. Bil- 
liton, however, readily endorsed the principle of local capital participation. It 
got the contract. And, confronted with some facts of life about the Cuban group 
(Ambassador Butler presented the facts, says Billiton’s United States spokes- 
man), which had such influence with Prio, it took them in as partners. The im- 
portance of Cuban participation was hidden from American Smelting & Refining, 
it says, until too late to affect it. 

When Fortune told this story, Mr. Larson charged bias and distortion and 
affirmed that all was well with Billiton and Nicaro. Three weeks later (around 
April 15) Billiton agreed to sell its half interest to the junior partners. The 
Cuban group doubled its holdings to 40 percent, National Lead Co. to 60 percent. 
Plans were made to replace most of the Billiton career managers and engineers, 
a kind of switch that can impede operations, assuming that the displaced had 
in a year learned something about the business. The date for opening a pilot 
plant for a new process has been put off. 


LEAD TAKES OVER 


Nicaro’s new boss, National Lead, is primarily a pigment-and-paint producer, 
and only incidentally a miner-smelter. It has never produced nickel commer- 
cially. (It has some Missouri nickel-cobalt ore, for which it is building a refinery ; 
the Cuban ore is quite different.) Yet National has said it will bring Nicaro 
into full production promptly at a rate of 30 million pounds annually—only 1 
million less than Billiton forecast. 

Joseph A. Martino, aggressive president of National Lead, intends to “supply as 
much nickel as we can and make Nicaro a long-time, profitable operation.” 
Nickel consumers hope National Lead can do a bangup job, and this much seems 
clear: although National Lead was once licked by the Antitrust Division on 
titanium, it is a United States company and, incidentally, it is without any 
history of international cartel dickers. To this extent, Billiton’s exit is long- 
term insurance for United States nickel users. 

Still open is the question of why Billiton quit. Nobody seems to want to explain. 
Mr. Larson declined to do so during 3 weeks after the question was put to him 
in writing. Mr. Martino, asked whether the Billiton people were good operators 
and how and why they got out, told the following story: 

“They were nice people. It is too early to endorse the Billiton-estimated cost 
per pound of nickel but a good job has been done, a lot of it by National Lead 
men. Billiton asked me to buy their interest and I agreed. Their profit was 
not enough to make this a big deal. GSA said O. K. That’s all.” 

Billiton seems not to have perpetrated any such crashing failure as would 
have justified Mr. Larson in canceling the contract. Yet not all was happy. 
The operater’s managerial structure was not solid. True, in many a mining- 
smelting operation, the operating company is owned by 2 or 3 shareholders, .1 
with voting control like Billiton. Often a minority gives up operational control. 
But for the new Nickel Processing Co. another arrangement was made. 

The general manager and his deputy were Billiton. The mine and plant man- 
agers were National Lead. On the next lower echelon Billiton men predominated. 
The setup gave poor insurance against difficulties arising from differences of 
opinion among men of diverse training, corporate loyalties, and nationalities. 
And, although all deny disharmony and friction, at least one difference arose— 
over the general manager, a Billiton man. Billiton reluctantly agreed months 
ago to remove him but never did. National Lead will not comment on the source 
of pressure for removal. Billiton denies that this issue motivated its exit and 
says it got a satisfactory price. It also says that it sold “with great regret.” 

In any case, the company that quit was the one Mr. Larson often, highly, and 
recently praised. Its exit was, he told Mr. Martino, O. K. with him. Would 
it have been equally O. K. had National Lead quit? Mr. Larson has been asked 
but does not reply. 

National’s departure would have raised a difficult problem. Mr. Larson had 
defended giving the contract to Billiton, despite the Munitions Board preference 
for a United States firm, by pointing to National Lead’s presence. Billiton could 
have had little leverage to force out the United States colorbearer. 

Did National Lead force out Billiton? Did Mr. Larson force out his hand- 
picked bidder through whom Prio’s pal got in? Did Billiton anticipate pressure 
to quit? Why else would Billiton have quit—“with great regret”? 
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Big nickel consumers may uneasily ask but no answer comes forth. As for 
Senator Johnson’s subcommittee, in the words of one of its staff chiefs, in mid- 
May it was “dormant on the nickel question.” What does it take to make this 
watchdog bark? 


[From Fortune, May 1953] 


That stern looking banker Joe Dodge aroused some unfavorable comment re- 
cently with an order to his Budget Bureau employees. He directed them to re- 
port to the bureau’s personnel officer any “well-founded information indicating 
that a continuation of an existing course of action is illegal, improper, or detri- 
mental to the interests of the organization.” There was an outcry that the direc- 
tive was an invitation to tattle; it would wreck morale. But this was to ignore 
the fact that reporting illegal actions is hardly tattle. It would seem to belong 
more to the area of duty. 

The whole problem is a difficult ethical and administrative one. Take, for 
example, the case of the General Services Administration. Jess Larson was the 
chief of this powerful organization from its birth in July 1949, until the Presi- 
dent accepted his resignation on January 30. Since then his former righthand 
man and deputy, Russell Forbes, has been the Acting Administrator. (Edmund 
F. Mansure, of Chicago, manufacturer of upholstery supplies, has only just been 
appointed to the job.) Mr. Larson has had several close brushes with congres- 
sional investigations and has come out practically intact. But there has been 
enough smoke around the GSA (see, for example, the Strange Struggle for Nicaro, 
Fortune, April 1952) so that it would be reasonable for a diligent inspector to 
look for some fire. 

Now if there was in GSA a lower echelon civil servant who thought he had 
located a fire, how likely would he have been to report it to Mr. Larson’s former 
deputy? And if the informed civil servant understandably dislikes giving his 
information to say, Senator McCarthy and happens not to have access to another 
legislator, what is he to do? Probably subside with a sigh and a hope that some- 
day Congress may get around to looking at the agency’s record. Even where the 
chief is a new Eisenhower appointee, it is not easy for a lower echelon man to 
get to him through the layers of civil-service holdovers. This state of affairs 
may, in fact, exist in many Government agencies. The Eisenhower administra- 
tion is finding the civil-service problem quite a headache. 

But the question is, Does Joe Dodge’s order provide adequate procedure? His 
directive set up an office to which employees could take their complaints. But 
the history of the experiment, now 2 months old, is not sensational. According 
to the Bureau, a few employees have asked for clarification of the directive’s 
meaning, but none has blown the whistle on any colleague. (Until the direc- 
tive was criticized outside the Bureau there was no indication, either, that any 
employee felt that his morale had been undermined. No hits, no runs, no 
errors. ) 

Fortune has a modest suggeseion. There might be better results if the Presi- 
dent set up one special office in the White House to handle such information for 
the entire Washington bureaucracy. The fact tha a man would not have to 
deal directly with somebody in his own organization on a mission of this kind 
would strengthen his resolution. On the other hand, he would think twice 
before taking the trouble to go from his own organization to a White House 
office, and two thoughts can hardly hurt. The White House office would cull out 
what was just malicious, and pass along the worthwhile information. It would 
keep the informant’s name confidential whenever possible—i. e., if his testimony 
was merely of a prima facie sort and not legally decisive. 

In some such way the cause of good government can be served and the honest 
lower echelon civil servant protected in the process. Not to do the job in some 
way may leave the present administration holding the bag for shortcomings of 
the past. Such negligence could also undermine the morale of the civil service, 
a point that same of the fretters about tattling ought to consider. 
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{From Fortune, June 1953] 
WuHo’s GoInG To CLEAN UP NICARO? 


Republicans are taking interest in an overripe “Washington mess” 


(By Herbert Solow) 

The struggle over Nicaro, the strategic $44 million (or costlier) United States 
Jovernment-owned nickel plant in eastern Cuba, is coming to a climax after 
almost 3 years. It may end by exposing a prize example of “the mess in Wash- 
ington.” It may also decide the political future of Republican Edmund F. 
Mansure of Illinois, who on May 2 succeeded nimble Jess Larson as head of the 
sprawling General Services Administration. 

Battling over the fate of Nicaro, which is capable of producing about 10 percent 
of the free world’s nickel, still in critically short supply, are two interesting and 
quite dissimilar companies. 

One is National Lead, the 67th largest United States industrial corpora- 
tion (sales), maker of Dutch Boy paint, pigments, and metal products. 
Under an “inside” board of directors, men litthe known beyond the company, 
Lead has expanded substantially since the war and now aims to transform itself 
from a hungry consumer of metals into a leading producer as well. 

Its rival, Freeport Sulphur, is about one-tenth Lead’s size. Its board includes 
a Whitney (John Hay), a Rockefeller (Godfrey), and other ornaments of 
finance and culture. Sulphur owns the ore body off which the Government- 
owned plant feeds. It gets a royalty on the ore—$1.2 million last year. Sulphur’s 
chief concern, it says, is not so much who runs the plant as how it is run in rela- 
tion to the mine. But with nickel now at 60 cents a pound, Sulphur would also 
like to get the plant back on a lease basis. Sulphur conceived and built the 
Nicaro plant to relieve the World War II nickel shortage,.and operated it suc- 
cessfully for the Government. In 1947, however, it saw its hopes of becoming 
the permanent operator on its own account crushed when the International 
Nickel Co. priced Cuban nickel oxide out of the market. 

Heading the Lead forces is self-made president Joseph A. Martino, a product 
of National Lead’s comptroller’s office, who. is widely respected for his aggres- 
siveness and sophisticated tactical approach. Leading the Sulphur forces is 
Dixie-accented, Harvard-trained Langbourne M. Williams, who got into Sulphur 
in a proxy fight on behalf of his family’s bank in Richmond, Va. 

Neither leader is talking very much right now, but for different reasons. Mr. 
Martino has his hooks on Nicaro through something called the Nickel Processing 
Corp. (NPC), and he may feel that the less he says, the better for his cause. 
Mr. Williams is so disturbed about Nicaro that when the subject arises his 
voice trembles with feeling. 

Both men are in there fighting, each in his own way. 


INOCENTE AND “MY DEAR BOB” 


The struggle may end in a courtroom or before a congressional committee, but 
it could also end by some action of GSA Administrator Mansure, Chicago drapery 
manufacturer and board chairman of his family’s business ($5 million in sales). 
When this alert, cautious Republican, trained as a lawyer and tempered if not 
hardened in Illinois politics, took the oath of office on May 2, he found news of 
the Nicaro struggle awaiting him on top of his new desk. 

The Nicaro problem is complex. It has technical sides strange to any draper, 
lawyer, or politician, and a strange cast of characters. The cast includes one 
Inocente Alvarez, sometime Cuban delegate to the U. N., who has often been 
attacked in his Congress as a grafter. Alvarez used the President of Cuba, then 
Carlos Prio Socarras, to cut himself in on the Nicaro contract. The cast also 
includes Robert P. Butler, a St. Paul building constructor, a top 1948 Democratic 
camaign-fund raiser, “My dear Bob” to Harry Truman, and Ambassador to 
Cuba when the reactivation of Nicaro began in 1950. It also includes James 
Finnegan, former St. Louis internal-revenue collector, now under sentence for 
misconduct in office, who once hoped to get part of the Nicaro deal, and who 
helped Alvarez approach the White House about Nicaro (see The Struggle for 
Nicaro, April 1952). Above all, the cast includes Jess Larson, who administered 
the Nicaro reactivation under political influence and with bureaucratic sloppiness. 

It was Larson who, after many maneuvers, turned down an offer of the Ameri- 
can Smelting & Refining Co. (made in partnership with Sulphur) to lease Nicaro 
and to operate it on its own account. This would have been in line with law 
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and the policy of the watchdog committee and the Munitions Board. Larson 
instead induced the board to certify as a qualified bidder a Dutch company, then 
hired this company to produce at Nicaro as operator for the United States Gov- 
ernment on a fee basis. This operator, who set up NPC, was Billiton, a company 
that had never produced nickel. It was chosen because it alone agreed to take 
in Cuban participants. It later did so. The Cubans were Alvarez and his 
friends. 


DUTCH OUT, DUTCH BOY IN 


Billiton also promised Larson to take in an American partner and in June 
1951, under pressure from Larson, who had in turn been pressured by the Muni- 
tions Board because the rehabilitation by understaffed Billiton was proceeding 
too slowly, Lead got a piece of NPC. Three weeks after Fortune published its 
first critical article, Larson pressured Billiton into selling its NPC stock pro rata 
to Lead and to the Cubans. Ever since April 1952, Lead has been in control 
of NPC and Nicaro. Well, how has this big, aggressive paint company made 
out? 

That is the question Administrator Mansure will be asking himself and others. 
He will get several answers. One will come from Lead’s Martino. “The record 
of Nicaro’s current phase,” he recently assured Fortune, “is a distinguished one 
in every way * * *” Jess Larson used to talk the same way. 

Any other evaluation must be incomplete because not all the facts—unclassi- 
fied facts—about this public businesss are available to the public. 

Still, there are some clues. Here are a few realities of the Nicaro operation 
that Mansure will have to probe to the bottom if he is to get a sound evaluation. 


LATE AND LITTLE 


The project was 6 months late in getting into full operation. It would have 
been, even later had Clay Bedford, then of ODM, not been turned loose to ex- 
pedite it on a “haste and waste” basis beginning in the spring of 1951, when 
the rehabilitation program had thoroughly bogged down under Billiton.’ 

The NPC-Nicaro contract will require some study by Mansure. The basic fee 
structure was fair enough, although by this time it had been adorned with a fili- 
gree of modifications that seems to demand scrutiny. An amendment (No. 1) to 
the letter of intent, signed on the same day as the letter itself and not changed, 
calls for the production of approximately 31 million pounds of nickel annually. 
During 9 months of full operation, however, NPC has produced at the annual 
rate of only 25,900,000 pounds. This performance is 4.4 percent higher than 
that of the best Sulphur year, but it is short of the increase sought by GSA when 
it decided to rehabilitate and improve the plant at a cost of somewhere between 
$10.2 million and $12 million (it is hard to pin down GSA on figures). While 
NPC has not formally repudiated the 31-million figure, Martino has referred to 
it as a commitment made before Lead’s control of NPC, and will set no date on its 
achievement. 

Mansure will also have to look at the production trend. In full operation since 
last summer, Nicaro’s curve looks like the chart of an undulant-fever case. 
Here is the monthly production record from August 1952 through April 1953, in 
millions of pounds: 1.82, 1.89, 2,14, 2.44, 2.51, 2.14, 1.97, 2.48, 2.05. Quite a roller- 
coaster line. 

PEAK AND LEASE 


One peak came in December, just before the signing by GSA of an amendment 
to the letter of intent, No. 9 which got NPC and Larson out of a jam. The com- 
mon background of the December peak and No. 9 is interesting. In the spring of 
1952 Larson was asked by Sulphur to agree that, when the mandatory time for 
lease offers came in June 1953, others Lesides NPC would be allowed to make 
an offer. Larson refused on the ground that he was obligated to NPC by the 
letter of intent. After November 4, Larson knew he must soon relinquish power 
ard he decided to meet his “obligation” before leaving office. That meant set- 
tling the question of an NPC lease. Discussions between GSA and NPC began 
last December but conversations were soon interrupted. The reason was that 
Sulphur’s Williams had learned of them and alerted the Munitions Board. The 
soard thereupon notified Larson that it wanted to see any draft lease before 
signing. Apparently Larson and NPC could not agree on a lease likely to please 


1 Last year Fortune credited NPC with getting into operation “just about when its bid 


said it would.” Fortune had been taken in by trick GSA phrases. NPC has been late 
all around. 
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the Munitions Board and the lease idea was abandoned. Amendatory letter No. 
9 took its place. Above all it relieved NPC of its contractual obligation to make 
a lease offer the month of June 1953, and extended the management-fee deal. 

Meanwhile there was revealed the December production peak, an anomaly of 
vast proportions. It was a 30-day demonstration of what an annual 30-million- 
pound rate would look like, and it would have made a pretty backdrop for a 
lease announcement. How was it possible? Well, NPC bagged” in December 
220,000 pounds of nickel in oxide powder over and above what it can trace to the 
month’s consumption of ore, or to an inventory of partially processed material, 
or to other possible sources. The sole explanation offered for this phenomenon 
is an NPC argument that it had measured its materials inaccurately, that there 
must have been more metal in them somewhere than the measurers noticed. 
The work of benign gremlins, or bad measurers, or whatever, December was 
dizzyingly high. It might have been a propaganda month. In any case, it was 
followed by a January flop. 


PUBLIC-RELATIONS “GENERAL” 


So much for surface indications of Nicaro’s condition today. (Incidentally, 
there are signs of questionable sideline activities—involving, for one thing, the 
stores patronized by Nicaro workers—by at least one of the Cuban participants, 
Rafael “Lito” Gonzalez, who plays an active role in the management of NPC.) 
Of course, a full investigation might show the surface indications to be mis- 
leading. Perhaps the most disturbing aspect of the situation is that efforts to 
investigate meet extraordinary opposition from holdovers of the Larson regime 
both in GSA and NPC. The Larson crowd evades, stalls, falsifies, and even 
abuses security classification rules to suppress facts. NPC also follows a policy 
of fighting the release of information. The company has referred to the oper- 
ating data—which belongs to the United States—as “confidential” and has ad- 
monished GSA not to release it. Mansure, against the wishes of his holdover 
staff, rebuffed that admonition. If Mansure is to get to the truth, he will have 
to fight almost his entire nickel staff. He will have to fight other forces, too, 

Among them is a Washington operator said to be so clever that his successes 
under the past Democratic regime are likely to be repeated now. Lead’s tactics 
are well illustrated by the story of “General” Timothy A. McInerny’s efforts in the 
Nicaro struggle. 

“General” McInerny is not, in fact, a general, though he permits his closest 
associates to call him by that title. He was a wartime lieutenant colonel in 
Army public relations. He is a close friend of the former Attorney General, 
now Supreme Court Justice Tom Clark. National Lead officials describe Me- 
Inerny as “a man who knows his way around Washington, has influence, knows 
whom to see, and how to get to see them.” Naturally, the “general” calls this 
“public relations.”’” And “General” McInerny worked for the Dutch Embassy at 
the time the Dutch ran NPC. Martino cannot now remember how he first got 
to know McInerny, but another Lead official guesses that the connection was 
made when Lead got control of NPC. In any event, Lead began paying the “‘gen- 
eral” a monthly retainer about a year ago. The “general” operates under Harry 
C. Wildner, vice president of Lead (Mr. Wildner is also president of NPC). 
Lead describes the work as “contacts.” In plain English, the “general” dis- 
seminated defamatory remarks about Sulphur, relayed in part from the Prio- 
Alvarez crowd, and also a whisper that criticism of Larson’s policy and NPC is 
a result of improper relations between the press and Sulphur. 

The “general” has an associate, Andrew J. Gray, like himself a former Bos- 
ton newspaperman. The “general” arranged for Larson to put Gray on the 
Government payroll as a $40-a-day consultant on “the expansion of facilities for 
the procurement of critical materials.” By his own admission, Mr. Gray, when 
hired, knew nothing about expansion, facilities, or critical materials, and he 
seems to know little or nothing about them now. Mr. Gray served the Defense 
Materials Procurement Agency (Jess Larson’s second hat) for a year. He was 
primarily attached to Mr. Larson’s personal office. 

Mr. Gray’s big job was auxiliary to an effort dreamed up after Fortune's 
second critical article last year. (Nicaro Nickel: Round 2, June, 1952). It 
was to arrange a senatorial junket to Cuba. In this connection Mr. Gray visited 
Nicaro and helped prepare a “fact sheet,” or brief, that would have started the 
Senators off “right.’”’ The scheme fell through. Summer is hot in Habana and 
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the early fall of 1952 was politically hot in the United States. Eventually Mr. 
Gray went back to work with the “general.” 


MANSURE THE LAWYER 


What role will the new Administrator play in the struggle for Nicaro? That 
depends on his capacity to fight for an education in the complex subject matter 
of Cuban nickel. Already Mr. Mansure has learned some interesting things. 
Questioned by him, one member of his staff reluctantly said that no figure was 
immediately available on the cost of rehabilitation and betterment of the plant. 
Mansure was also told by a staff man that no explanation was immediately avail- 
able of why the plant is producing at a rate about 15 percent below the amount 
called for in the letter agreement. 

He also heard the interesting fact that no systematic study of production has 
ever been made for GSA by an independent metallurgist. 

Mr. Mansure, a lawyer as well as a manufacturer, got firm hold of something 
else, the fact that Larson on his last day in office, January 29, signed amendatory 
letter No. 9. This not only relieved the operator from the contractual obligation 
of submitting an offer of lease this month, but it also fixed him up until the 
end of 1956 as the Government’s hired man. Thus the Government was 
committed by Larson to the nickel business for quite a while. Whether or 
not that suits the book of the anti-Socialist Eisenhower administration is almost 
irrelevant. Crucial is a legal question, made clear by the following remarks of 
the legal staff of the Paley Commission, published last year in its report to 
President Truman: 

“Six magnesium plants in the United States and the Nicaro Nickel plant in 
Cuba * * * are now being reopened by the General Services Administration for 
operation under management contract: The contracts, however, provide for such 
operation only for a relatively short period—typically 1 year—after which it 
is contemplated that the facilities will be leased or sold. GSA has no express 
power to operate the plant * * *.” 

After being appraised of this opinion, Mansure began intensive legal study of 
the amended letter agreement. His quick uptake on this point, as well as his 
early demand on his holdover staff for data and explanations, suggest that he 
may become a powerful factor in deciding the struggle for Nicaro. 


THE LARSON LINE 


Thing are not going to be made easier for him by the fact that his nickel staff 
is entirely made up of holdovers committed to Larson’s record. In fact, GSA 
policy on Nicaro is now a mixture of Mansure policy and Larson policy. Mansure 
was sworn inon May2. Just two nights before that, the key figures on his nickel 
staff were in Houston, where they met Larson. He advised them on what to do 
next. Immediately, it was to protect information. Also participating in the 
Houston powwow was the former chairman of Larson’s GSA Nickel and Mag- 
nesium Committee, Marvin Nichols. Nichols is a sewage and hydraulic 
engineer in Fort Worth, who for about 2 years handled GSA’s Nicaro deal. 
When Larson men on GSA’s nickel staff refer to “our technical people,” 
it seems to be Mr. Nichols whom they have in mind. A Shivers Democrat, 
Nichols backed Bisenhower and withdrew from GSA shortly before Larson 
resigned. Then his name was suggested to President Eisenhower for the post 
of Federal Reclamation Commissioner. In mid-May, Nichols—and Larson— 
were waiting hopefully. Meanwhile, the Larson and Nichols influence in GSA 
remains strong, flowing particularly through two holdovers, C. D. (Tiny) 
Williams and Leonard Nelson. They act as though all that Larson did about 
Nicaro was beyond question. 

The fact is that the Nicaro situation isa mess. If Mansure settles for it, what 
was a Democratic mess will become a Republican mess. 

What is needed, obviously, is an official airing, not merely so that sloppy 
bureaucrats who subordinated duty to politics may be identified, but so that 
Nicaro can get into efficient capacity production on a stable basis. This probably 
means that it should be in the hands of a private lessee who would have a motive 
for staying in business. It could be lead, it could be sulfur. Nowadays M. A. 
Hanna and Newmont Mining are also nickel minded, by the way, and American 
Smelting & Refining is still around. In the hands of a capable, profit-seeking 
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lessee, Nicaro could become what the Senate watchdog committee had in mind 
for it to become when (shortly after Fortune made the proposal in its November 
1950 article, The Squeeze on Nickel, it called for reactivation: a permanent, 
competitive producer able to offer to International Nickel’s worldwide price rule 
the first counterforce ever available to the United States. 


[From Fortune, August 1953] 


Fortune sharply criticized the General Services Administration, back in April 
1952, for its choice of a contractor to operate Nicaro, the $44 million United 
States Government-owned nickel plant in Cuba. The men chiefly responsible 
for the choice were Jess Larson, then boss of GSA, and his adviser on nickel 
matters, Marvin Nichols, a Texas hydraulic engineer. Larson protested mightily 
but, 3 weeks after Fortune’s article appeared, Larson and Nichols unloaded their 
chosen contractor. Nine days after President Eisenhower took office, he 
unloaded the Oklahoma Democrat Larson. 

But friends of Nichols, a Texas Democrat who had backed Ike for President, 
got Interior Secretary McKay to propose him for the important post of Reclama- 
tion Commissioner. Late in May it looked as if the proposal would get Presiden- 
tial approval. But in mid-July, after studying the Cuban nickel record, the 
White House unloaded Nichols. Named to the Reclamation post instead is 
Wilbur A. Dexheimer, a Colorado construction engineer with a long Reclamation 
Bureau career. 

Nichols himself recently characterized the defeat of his ambitions as “but 
another chapter in the continuing struggle for Nicaro.” This is Fortune’s view, 
too. In fact, “The Struggle for Nicaro” was the title of our April 1952 article 
on the peculiar transactions surrounding this important piece of Government 
property. And Nichols and Larson, aided by undisturbed holdover bureaucrats 
in GSA, are indeed still struggling to hide the details of their nickel record and 
to prevent a proper ventilation of conditions at Nicaro—which are still bad (as 
reported in our June issue). 

The struggle is still facing, if not fazing, Republican Edmund F. Mansure, who: 
succeeded Larson as GSA Chief. Not he but the White House cleaned out 
Nichols. Who’s going to clean up Nicaro? 

Mr. Mansurz. On page 182, the fourth column, the last paragraph 
under item 5, refers to the second Hoover Commission. There are 
statements taken out of context in this paragraph, although the entire 
Commission reports were made available to the writer. At the same 
time a letter which I received from former President Hoover 3 weeks 
before this article was published, had nothing to do with this article 
whatever. 

Chairman Brown. Why do you want this in the record ? 

Mr. Mansure. I would like you to have the letter from the head of 
the Hoover Commission in the record showing what he thinks about 
the operation of the GSA. I think his opinion is more weighty than 
that of the author. 

Senator Capenart. We put in Solow’s article. He makes you out a 
bum and we will put Hoover’s letter in now which makes you out a 
hero. 

Mr. Mansure. No, it is our entire operation, not an individual. 

Senator Caprnart. I think it ought to go in the record. I was just 
having a little fun when I said “hero.” But Mr. Hoover’s letter con- 
gratulates you and GSA on the operation of your office. You have the 
two extremes. One article starts out the hearing and says you are a 
bum and at the end the letter says you have an efficient operation. 
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Mr. Exxiorr. We think the letter is relevant because the author of 
that article said the Hoover Commission was highly critical of us. 
What the Hoover Commission thought of us is in their report and 
also in Mr. Hoover’s letter. 

Senator Carpenartr. Well anybody can read the record and make up 
his own mind. 

(The document referred to is as follows :) 

THE WaALporF AsTorIA TOWERS, 
New York, N. Y., July 4, 1955. 
Hon. EpMUNpD F. MANSURE, 


Administrator, General Services Administration, 
Washington 25, D. C. 

DEAR EDMUND: That was a most gracious letter. 

I take great pride in the General Services Administration. It never had so 
good an Administrator. 

Though we in this last Commission may have found many faults in other 
places, I do not recollect a single arrow directed at you. On the contrary, we 
tried to load you with more work. 

I am leaving for the Pacific coast for a rest and fishing. That over, I shall 
make “some more remarks” on government in general. 

Yours faithfully, 
HERBERT HOOVER. 


Chairman Brown. Is there anything else ? 

Senator Capenart. I don’t believe so. 

Chairman Brown. This will conclude the hearing today. We may 
have further hearings later on. 

You gentlemen will be excused. 

(Whereupon, at 3:50 p. m., the committee recessed subject to the 
call of the Chair.) 


x 








